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Type ONCE — ana post 


all your related records 


Your operators post on a completely electrified Single 
Typing Keyboard, by the easy ‘‘touch’’ method. Only 10 
numeral keys handle all figure work. Balances and column 
totals... as many as 30... are computed automatically. 
Carbon papers are no problem, either . . . because the 

Roli Carbon Paper feature completely eliminates 

handling loose sheets. 

Let us demonstrate just how many advantages the 
Underwood Elliott Fisher Electric Accounting Machine 

has for you. 


ACCOUNTING MACHINE DIVISION 


Underwood Limited 


Head Office: 135 Victoria St., Toronto 1, Ontario 
Branches in all principal cities 


Underwood Limited, 135 Victoria St., Toronto, Ont. 


Please send me illustra‘ed literature and full information about the 
Underwood Elliott Fisher Accoun ing Machine. 


NAME 
COMPANY 
ADDRESS 
CITY 
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Developing An Investment Policy 
















Chartered accountants responsible for develop- 
ing an investment policy for corporation and 
institutional funds are invited to use the 
statistical and analytical services supplied by 
our organization. 


When investing personal funds, the same 
services are at your disposal. 


An enquiry to any of our offices will bring 
prompt attention to your investment problems. 


Stock Exchange Orders Executed 


Wood, Gundy & Company 


Limited 





Toronto Montreal Winnipeg Vancouver Halifax 
Quebec Ottawa Hamilton London, Ont. 
Kitchener Regina Edmonton Calgary 

London, Eng. Victoria Chicago New York 





QUICK PICTURE: aa 


ae You will find, in our monthly on trade, industry and finance, 
AS Commercial Letter, a quick but authoritative articles on special 
accurate survey of current com- aspects of Canada’s economy. 
mercial activities in Canada, a Your local manager will gladly 
concise review of foreign trade place your name on our mailing 
developments, the latest statistics ist, OF just write to: 


THE CANADIAN BANK OF COMMERCE 


HEAD OFFICE @ TORONTO B-15 
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WHEREVER THERE’S BUSINESS THERE’S 
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Ready and able 


wherever you go.., 


Now, wherever you go, typical Burroughs accu- 
racy and depe adability are at your finger tips 
with the new Burroughs TEN KEY—to help 
you in your various figuring problems— adding, 
subtracting, multiplying. 


You'll like such Burroughs TEN KEY features 
as the new slanted ke yboard, its clear visibility, 
and speedy indexing. There’s new operating ease, 
too, that’s whisper-quiet. You get your work 
done in much less time. Then, in a jiffy, the new 
Burroughs TEN KEY slips into its carrying 
case * ready to move on to the next job, pe rform- 
ing vital services in all your accounting work. 


Step out with the new portable Burroughs TE\ 
KEY adding machine. Your nearest Burroughs 
branch office will arrange a demonstration at 
your request; or write direc ‘t to Burroughs Adding 
Machine of Canada, Limited, W indsor, Ontario. 


*Optional at additional cost. 
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PROPOSED NEW BUILDING OF THE QUEBEC INSTITUTE 


f 





Pri ERO HE 


See 





Architect's sketch of a modern three-storey office building to be erected on 
Lagauchetiere Street, west of Beaver Hall Hill, Montreal, for the offices of the 


Institute of Chartered Accountants of Quebec. It will contain a lecture hall with 
reference library, offices, council chamber, and meeting 





seating for about 150, 
Windows will constitute 70% of the front and panels between glass will 


rooms. 
Main entrance doors will be of plate glass with 


be of enamelled sheet steel. 
metal framing. 


The building will be fully air-conditioned and equipped with an automatic 
self-service elevator. It is expected that it will be completed next summer to coincide 


with the 75th anniversary of the Quebec Institute. 
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WHEN A CLIENT 
NEEDS SPECIAL 
INDUSTRIAL FINANCING 


Chartered Accountants are often called upon 
by industrial clients to suggest appropriate ways 
to finance projects. Whether or not you have 
a particular case in mind you might find it 
worthwhile to be fully informed on what the 
Industrial Development Bank can do. 


The Industrial Development Bank does not com- 
pete with commercial financing institutions but 
is often the answer where circumstances pre- 
vent efficient financing by standard methods. 
I. D. B. analysis of plant, machinery or equip- 
ment requirements may result in a plan which 
makes a project feasible for standard financ- 
ing. Or it may prepare the way for an I.D.B. 
loan tailored to fit a particular need. 


If you are interested in learning something 
about Industrial Development Bank procedure 
and facilities, enquire of: 


INDUSTRIAL DEVELOPMENT BANK 
MONTREAL * TORONTO * WINNIPEG * VANCOUVER 
901 Victoria Sg. 8&5 Richmond St. W. 195 Portage Ave. E. 475 Howe St. 


WITH CARBON 
INTERLEAVED 


Save costly hours of unnecessary handling 


in every style for any job. 


Write or phone 





57 Simcoe St. S. 
DIAL 3-2233 









with "Custom Built'’ snap-out carbon forms 


(ENERAL PRINTERS Lip. 


OSHAWA - TORONTO 


680 Bay St. 
EM. 3-0106 
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For fast, efficient make-up of private 
or general payrolls recommend 


1 y xyes 
CESCO “MULTI-RITE 

PAY SYSTEMS 

Collating board sizes to suit 
large or small payrolls. 
: A complete range of forms- 
cheques, cash slips, pay envelopes, 
earnings records, payroll journals. 
Ask for sample set of pay board 
form with your choice of: 

4 earnings, 4 deductions, 1 misc. 
columns. 

4 earnings, 6 deductions, 
columns. 

4 earnings, 6 deductions, 1 misc. 
columns and accumulation of hours 
worked. 

16 columns for deductions, distribution, 
etc. 


20 columns for deductions, 
etc. 


1 misc. 


distribution, 


Toronto and suburban orders and 
information EM. 4-8311 
or inquire by mail. 


[;RAND & [OY 


es €.6 ee sw Ga 
Main Store: 6-14 Wellington Street West 
35 Bloor St. E., 332 Bay St., 115 Yonge St. 
Trade-In: 1 Front St. E. 


Toronto |, Canada 


WANTED 


Chartered accountant to supervise and 
operate accountancy section in trust 
and company work. Required to have 
minimum 5 years practical experience, 
not over age 35. Please send photo- 
graphs and in application state ap- 
proximate minimum salary acceptable 
and marital status. Apply Accountant, 
The Bank of Bermuda Limited, Ham- 
ilton, Bermuda. 


WANTED 
By one of Canada’s largest and most 
progressive companies, industrial ac- 
countant having university degree, ac- 
counting degree, or equivalent. Must 
have experience in all phases of in- 
dustrial accounting. This poistion of- 
fers an excellent opportunity for ad- 
vancement to a senior position. Good 
salary and working conditions. Box 
454, The Canadian Chartered Account- 
ant, 69 Bloor St. E., Toronto 5, Ont. 
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SWEETNESS 
and 
LIGHT 





By Jay Vee 
Carwasher’s Handbook 


N the whole, Canadians are an in- 

dustrious lot who subscribe strongly 
to the “do-it-yourself philosophy. In 
the spring Mr. pours fresh gravel on the 
side-drive while Mrs. plants petunias. 
In the fall he climbs a ladder and puts 
on the storm windows and she watches 
the papers for the October sale of drap- 
ery materials. And in the winter, when 
biting Boreas chills them to the mar- 
row, they both sit at home and bone up 
on the latest “How to’ information of 
their favourite hobbies. 


For that noble reason this February 


column will be devoted to tips on one 


ever-popular sideline indulged in by 
some 89.1 of our readers — carw ash- 
ing. For the sake of handy reference 
our study will be subdivided into three 
logical sections: 


A. Approved Techniques 

All carwashers are sharply divided in- 
to two groups: hosers and pailers. The 
hoser is a man with a sense of drama, a 
man who sizes up his bedraggled jalopy 
standing in the driveway, marches back 
with resolute tread to the basement tap, 
attaches the garden hose, and unleashes 
the fury of the city waterworks against 
the offending mud. In a jiffy the brown- 
ish caking flows away into the sewer and 
there stands the cadet blue beauty look- 
ing good as new. Good as new on the 
outside at least. (Too bad our hoser 
forgets so often to close the draught 
window on the driver's side, isn’t it?) 

Now the pailer, on the other hand, 
regards the hoser’s methods with nothing 
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short of contempt as he laboriously car- 
ries bucket after bucket of water, first 


cold then warm, and then applies el- 
bow grease to the chamois until he can 


see his reflection in the hood. What 
the pailer lacks in drama he makes up 
in moralizing, and can be often heard 
to quote straight from the old Third 


Grade Reader: 


“Things done by halves are never done 
right,” 

or 

little are our gains, 


fortunes are 


“If little labour, 
Man’s 


pains.” 


according to his 


But whether the labour is little or 
great it is to no avail unless the next 


aspect of our topic is heeded carefully: 


B. Proper Care 
of the Neuwly-Washed Car 

Hoser and pailer both must bend 
every effort at all costs to keep the car 
spotless once it has been washed. It 
would be so helpful is the motor leagues 
of this country were to print street maps 
showing high puddle areas, deep pot- 
holes, slushy soft shoulders, etc. so that 
a driver had an even chance of getting 
to his destination without too much dam- 
age. 


C. Mental Preparedness 
for Post-Carwashing Rain 
It is a well known fact that washing 
a car generally sets in motion a mys- 
terious chain of events which finally 
result in a deluge of rain. So far man 
has not been able to fathom the causa- 
tion here. Some have said that the 
carwashing urge is like scar tissue in 
that it twinges a few hours before a 
storm. Others think that Nature seeks 
to replenish the clear water used by the 
hosers and pailers. Some regular car- 
washers have even been invited to the 
drought areas of the West to perform 
their labours there, so certain is the one 
to follow the other. 





(ix) 


ACCOUNTANT 





PRACTICE FOR SALE 


Well established expanding accounting 
practice with combined office and resi- 
dence on very desirable property in 
thriving Western Ontario community. 
Present owner unable to carry on prac- 
tice because of health. For particulars 
write Box 461, The Canadian Chart- 


ered Accountant, 69 Bloor St. E., Tor- 
onto 5, Ont. 





ASSISTANT 
SECRETARY TREASURER 
Large company in Quebec City has 
opening for an experienced bilingual 
accountant with good knowledge of 
office management and costing. Pre- 
ferably chartered accountant, aged 35- 
40, with some years experience in in- 
dustry. This position offers a definite 
opportunity to the right man for early 
appointment as __ secretary-treasurer. 
Apply giving full particulars, includ- 
ing salary required, to Box 462, The 
Canadian Chartered Accountant, 69 

Bloor St. E., Toronto 5, Ont. 


WANTED 


Chartered accountant or fifth year stu- 
dent to join expanding branch office of 
large C.A. firm. Branch located at 
Fort William, Ontario. Please reply 
in writing, stating age, experience, 
and salary expected. Position available 
immediately. Box 463, The Canadian 
Chartered Accountant, 69 Bloor St. E., 
Toronto 5, Ont. 


EXAMINATION 
QUESTIONS 
Now Available 


50c each 


Order 


The Canadian Institute 
of Chartered Accountants 
69 Bloor St. East 
Toronto 5, Ont. 


your copy from 
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Office —~ 
Recommend Luckett's 


Visible Records . . . 


20 to 30 Accounts can be seen 





at a glance! 


Because accounts are filed visibly—not blindly on top of one another—more 
and more offices have been favoring the use of a speed-up system of record 
keeping by means of Visible Records. 


Luckett's Visible Record Binders are available in three styles .. . 
holding from 200 to 1800 records, depending on sheet size. 


Ask your Dealer to demonstrate the time-saving convenience of looking at your 
records not for them. 


Get it from your Dealer 


™ LUCKETT Loose LEAF. LIMITED 


MONTREAL TORONTO WINNIPEG 





PLAXTON & COMPANY 


Barristers and Solicitors 


Suite 1207, 320 Bay Street - - - Toronto 1, Ont. 





WRIGHT & McTAGGART 
Barristers and Solicitors 


67 Yonge Street - - - - - - Toronto 1, Ont. 


ROSS & ROBINSON 


Barristers and Solicitors 


Canadian Bank of Commerce Chambers - - Hamilton, Ont. 





PITBLADO, HOSKIN, GRUNDY, BENNEST & DRUMMOND-HAY. 
PITBLADO, HOSKIN, McEWEN, ALSAKER, HUNTER & SWEATMAN 


Barristers and Solicitors 


Hamilton Building, 395 Main Street - . Winnipeg, Man. 


i 
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McMICHAEL, COMMON, HOWARD, KER & CATE 
Barristers and Solicitors 


Royal Bank Building . . . - Montreal 1. Que. 





PHILLIPS, BLOOMFIELD, VINEBERG & GOODMAN 
Barristers and Solicitors 


464 St. John Street . . ° - Montreal 1, Que. 





STIKEMAN & ELLIOTT 
Barristers and Solicitors 


505 Bank of Canada Building . . Montreal 1, Que. 





BORDEN, ELLIOT, KELLEY, PALMER & SANKEY 
Barristers and Solicitors 


25 King Street West - “ - - Toronto 1, Ont. 





ALAN DIGNAN, Q.C. 
Barrister and Solicitor 


Bloor Street & St. Clarens Avenue - - Toronto 4, Ont. 





H. MEYER GOODMAN, Q.C. 
WOLFE D. GOODMAN 


Barristers and Solicitors 


88 Richmond Street West ‘ - - Toronto 1, Ont. 


BANK CONFIRMATION FORMS 


Blank, per 100 
Imprinted (minimum run 500) 
Per 100, additional, ordered at same time $ 3.25 


Postage or Express Collect 


THE CANADIAN INSTITUTE 
OF CHARTERED ACCOUNTANTS 
69 Bloor Street East Toronto 5, Ontario 
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Capital for Industry 


Providing capital funds for growing Canadian industries 
is an essential service performed by the corporate under- 
writer. Our underwriting department has been closely 
associated with the growth and expansion of the Can- 
adian economy over the past thirty years and has origin- 
ated and participated in numerous representative issues 
of corporate securities. 


Our services are always available without obligation 
to members of the accounting profession 


Gairdner & Company Limited 


a 320 Bay Street, Toronto 
fare EMpire 6-8011 


€ 
Montreal Kingston Quebec Calgary Vancouver 


Distributors Hamilton Kitchener London Edmonton Winnipeg 
New York 


STEWART, SMITH, MACKEEN, COVERT, ROGERS, 
SPERRY & COWAN 


Barristers and Solicitors 
Roy Building - - - - . Halifax, N.S. 


DIXON, CLAXTON, SENECAL, TURNBULL, MITCHELL & STAIRS 
Barristers and Solicitors 


Bank of Canada Building - - Montreal 1, Que. 


DUQUET, MACKAY, WELDON & TETRAULT 


Barristers and Solicitors 


360 St. James Street West : - Montreal 1, Que. 


LEMAY, ROSS & CHAUVIN 


Barristers and Solicitors 


132 St. James Street West : - - Montreal 1, Que. 
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COMMENT AND OPINION 


Recent Pronouncements 

NY doubts as to whether accounting 

is a rigidly fixed art (or science, if 
you prefer) should be dispelled by the 
recent releases of professional bodies in 
Great Britain, the United States, and 
Canada. We refer in particular to two 
bulletins of the American Institute of 
Accountants on “Declining Balance De- 
preciation” and ‘Events Subsequent to 
the Date of Financial Statements’, re- 
spectively, a statement of the Council of 
the Institute of Chartered Accountants 
in England and Wales on the subject of 
“investment allowances’ under the Fi- 
nance Act, 1954, and Bulletin No. 10 of 
the Canadian Institute of Chartered Ac- 
countants on depreciation, capital cost 
allowances, and income taxes. 


It is indicative of the sort of world 
in which we live that all of these re- 
leases arise directly or indirectly out of 
legal enactments or official regulations, 
but that each was prepared by an inde- 
pendent professional body or committee 
without compulsion or governmental di- 
rection, and with the sole aim of main- 
taining a high level of standards in the 
accounting profession. 

These bulletins indicate, too, the heal- 
thy state of the accounting profession in 
the countries concerned. The subjects 
dealt with are complicated and they in- 
volve rather contentious issues, but in 
each case ample agreement was reached 
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to warrant publication. In two of the 
bulletins one or two of the participating 
members express dissent from portions 
of the statement, and this is another 
healthy sign. 


Accounting Research Bulletin No. 44 
of the American Institute of Account- 
ants, on the subject of declining-balance 
depreciation, was published as a result 
of the recognition of this method in the 
U.S. Internal Revenue Code of 1954. 
It calls for disclosure where a change is 
made to the declining-balance method 
“if depreciation is significant in the de- 
termination of net income’. Where the 
declining-balance method is adopted for 
tax purposes but not for financial ac- 
counting purposes, the bulletin suggests 
that “it may be that accounting recogni- 
tion should be given to deferred income 
taxes’, but such procedure is unneces- 
sary unless it is “reasonably certain that 
the reduction in taxes during the earlier 
years of use of the declining-balance 
method for tax purposes is merely a 
deferment of income taxes until a rela- 
tively few years later, and then only if 
the amounts are clearly material’. 


The viewpoint just quoted differs sub- 
stantially from the opinion expressed in 
Bulletin No. 10 of the C.I.C.A. Com- 
mittee on Accounting and Auditing Re- 
search, which favours deferring the 
benefit of the tax reduction until the 
related depreciation is taken up in the 
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accounts. The circumstances dealt with 
in the two bulletins are, however, far 
from being equivalent. 


The Council of the Institute of Chart- 
ered Accountants in England and Wales, 
in its statement on “investment allow- 
ances” under the Finance Act, 1954, 
takes the view that the “spreading” of 
the benefit resulting from such allow- 
ances is not appropriate, because such 
allowances are additional to ordinary 
capital allowances, and if the fixed as- 
sets are not disposed of within three 
years (or in some circumstances five 
years), there is no loss of the benefit or 
“withdrawal of investment allowances’. 


The bulletin on “Events Subsequent to 
the Date of Financial Statements” is No. 
25 of the Statements on Auditing Pro- 
cedure issued by the Committee on Au- 
diting Procedure of the American In- 
stitute of Accountants. The stateraent 
indicates that it is the auditor’s duty to 
disclose post-balance-sheet events which 
may be significant in relation to the fi- 
nancial statements, to the extent that he 
has knowledge of such events, but that 
the auditor ordinarily has no responsi- 
bility to apply audit procedures to trans- 
actions occurring after the balance sheet 
date, except for such procedures as are 
“appropriate as a part of his examina- 
tion of statements and accounts as of the 
balance sheet date”. A list of such pro- 
cedures is offered, including the reading 
of available minutes of meetings, tests 
of bank statements, returned cheques, 
etc. of a limited subsequent period. But 
these are said to be illustrative, and not 
always manadatory. The statement also 
refers to the dating of opinions issued 
subsequent to the date of the audit re- 
port (as in the case of S.E.C. Form 10- 
K, and in cases where a long-form re- 
port is issued after a short-form report). 
It offers a definition of what constitutes 
a “reasonable investigation” of post- 
balance-sheet events for the purpose of 


section 11 of the U.S. Securities Act of 
1933; and it describes the responsibility 
of a previous auditor whose opinion is 
submitted in respect to a “summary of 
earnings” or financial statements for 
years when he was the independent ac- 
countant. 


An incidental aspect of at least three 
of these bulletins, all of which were pub- 
lished within the space of a month, is 
that they relate to problems that are 
somewhat similar in the three countries 
but which, in each case, involve charac- 
teristics peculiar to the law of the coun- 
try concerned. This is a type of circum- 
stance that, of necessity, leads to differ- 
ences in accounting developments in dif- 
ferent countries, much as accountants may 
fervently wish for uniformity. Account- 
ing is not a standardized international 
language of business even when Eng- 
lish or any other single tongue is the 
medium used by all of the countries in- 
volved, and it is wise to be watchful 
of the differences. Articles dealing with 
the subjects of these bulletins are in 
preparation and we hope to publish them 
in early issues, for they will point up 
the similarities and differences suggested. 


More On Two Little Words 


See and Opinion in the No- 
vember issue of The Canadian 
Chartered Accountant referred to two 
little words in the new Ontario Corpora- 
tions Act — words which have caused 
members of the profession some concern. 

The Ontario Institute of Chartered 
Accountants reconstituted its committee 
on the Companies Act under the chair- 
manship of T. A. M. Hutchison, F.C.A., 
and after several meetings, innumerable 
conferences, and various revisions of the 
proposed presentation, the submission 
which appears on page 85 was prepared 
and presented to the Provincial Secretary 
of Ontario, the Honourable Arthur 
Welsh. 


pep we©o fF 
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Were it not that the inclusion of these 
two little words struck at the principle 
of adequate disclosure, one might say 
that this was a case of a molehill being 
made into a mountain. 


Appellation Authorized 


T the 1955 convocation ceremonies 

of the provincial Institutes of Chart- 
ered Accountants, some 400 new mem- 
bers will be granted the authority to use 
the title “Chartered Accountant”. Ac- 
cording to the standards of our profes- 
sion, each must have secured the required 
period of experience in the office of a 
practising chartered accountant and have 
passed the prescribed examinations. By 
their success in the 1954 uniform final 
examinations, 447 candidates have prov- 
ed that they have acquired the knowl- 
edge and ability to discharge the duties 
of a member. To them we offer our 
hearty congratulations and best wishes 
for success in their future undertakings. 


While there is a general sigh of relief 
on the completion of the preliminary 
training demanded in any profession, the 
road which is ahead of each new mem- 
ber is equally as difficult. To each there 
falls a new responsibility of doing his 
or her part in carrying out professional 
affairs, of improving methods and prac- 
tices and, in sum, of seeing that the pro- 
fession continues to move ahead. The 
necessity and demand for extensive study 
and research becomes increasingly greater 
with each step forward in any career. 


Across Canada, 853 candidates sat for 
the 1954 uniform final examination. Of 
these 52.4% obtained a clear pass and 
16.4% were successful in procuring a 
pass in either auditing or accounting. 
The British Columbia Institute continued 
to secure the highest percentage of suc- 
cessful candidates, which was 15.3% 
higher than the closest contestant, the 
New Brunswick Institute. For the first 


time since the inauguration of the uni- 
form examinations the first prize in the 
final examination was won by a student 
of one of the Maritime Institutes. He 
is Reginald James Baker of Riverview, 
New Brunswick. He wins the Governor 
General's Gold Medal and, in addition, 
he will receive a cash award of $50 and 
an expense-paid trip to the 1955 an- 
nual meeting in Toronto next Septem- 
ber. 

The following summary sets out the 
results of the 1954 uniform final exam- 
ination by Provinces: 

Candidates Passed Jo 


I, siacpinte ua 53 23 43.4 
De eiiidiciittinibcsaiice 71 56 78.9 
DN stiches 56 32 57.1 
BONE siiacnesoredacee 11 7 63.6 
OE ciaciil i aaa 4 2. 50.0 
ME sipnsnintiblowke 23 13 56.5 
Bir eesti 275 152 55.3 
ae 4 a oni 
OE iii asia 318 147 46.2 
ee 38 15 39.5 
853 447 52.4 


Of the 683 candidates sitting for the 
1954 uniform intermediate examination, 
55.3% were successful. The British Co- 
lumbia Institute returned to the first 
place again this year. 

The following table summarizes the 
1954 uniform intermediate examination 
by Provinces: 


Candidates Passed % 
MY Reuss 72 29 40.3 
De) Gaeieaiisicaws 96 69 71.9 
PE Hata Sis ceaeses 57 33 57.9 
WOME ~~ eocicecabspitacevs 8 1 12.5 
PRO create Sa seany, 4 1 25.0 
eee Saree aes 20 3 15.0 
MONE, | wetccentdsy eres 270 161 59.6 

Eee se rsstcesne 1 — — 
tela, 136 73 53.7 
SEY oe eas 19 8 42.1 
683 378 55.3 
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Speaking of Work Schedules 

T used to be said that the best way 

to end one of those agonizing silences 
that occasionally paralyze any social gath- 
ering was to lean back reflectively in 
one’s chair, place the fingertips together 
in ecclesiastical counterpoint, and pro- 
mounce slowly and clearly the words 
“Speaking of operations 

No embellishment of this artless 
phrase was needed; the three words in- 
variably set light to a roaring brushfire 
of surgical reminiscence which hissed and 
crackled across the room, out of control 
for several hours, only brought to a 
sputtering end by an emphatic announce- 
ment from the host — rather upsetting 
to our metaphor — that the refreshments 
were exhausted. Apocryphal this theory 
may have been, but we have an idea that 
if such a silence were to descend upon 
a group of chartered accountants, in this 


season of the year, “speaking of work 
schedules” would kindle a similar blaze. 
Ah! What Arthurian legends of bygone 
exploits would then be unleashed! What 
tales of prodigious effort, of midnight 
lamps fading in successive dawns, of 
heroic attempts to meet the outrageous 
demands of an impatient program! 
What bitter chronicles of ulcers, nervous 
prostration, and thromboses! 


Perhaps the two gambits are more 
closely related than we had thought at 
first. Certain it is that well qualified 
men have traced the relationship of un- 
wise work schedules to surgical opera- 
tions and pronounced them cousins. We 
think it timely to remind our readers 
that this month, when the urge to over- 
work is greatest, is also the season of 
winter sports and that some might deem 
stiff muscles preferable to a tired heart. 


Ohe 531d Annual Meeting 


THE CANADIAN 
INSTITUTE OF CHARTERED ACCOUNTANTS 
Royal York Hotel, Toronto, September 12, 13, 14, 1955 
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Problems of Compilation of 
Selling and Distribution Costs 


By W. L. Spalding, B.Sc. (Econ.), C.A., F.C.W.A. 


Intelligent account classification can be 
applicable to selling and distribution accounting 





Introduction 


:. accountant engaged in industry 
has a very important part to play 
in achieving greater efficiency within 
the organization by which he is em- 
ployed. In the books and records 
which he controls are to be found 
immense quantities of information 
which he must analyze and group in- 
telligently in order to convey to man- 
agement significant facts about the 
state of the business from which ac- 
tion may result. 

Control of selling and distribution 
costs can be effectively exercised only 
by management knowing the important 
facts about those costs. Selling and 
distribution costs are a very substan- 
tial part of total selling price and, 
now that the seller’s market has gone, 
it is more than ever vital that these 
costs should be studied and controlled. 


In the years immediately before the 
recent war a most thorough study of 
this subject was made by the Institute 
of Cost and Works Accountants. With 
the return of free markets it is very 
appropriate that selling and distribu- 
tion costs should once again receive 
attention. 





This paper, since it deals with com- 
pilation problems, is to a certain extent 
technical and restricted. These prob- 
lems of compilation are mainly the ac- 
countant’s own problems, rather than 
those of the management as a whole, 
but of course the solution to many of 
them can be found only by discussion 
and agreement with persons outside 
the accountant’s own department. 


Definitions 


“Selling cost” has been defined by 
the Institute as the cost incurred in 
promoting sales and retaining custom. 

“Distribution cost” has been defined 
by the Institute as the cost of the pro- 
cess which begins with making the 
packed product available for dispatch 
and ends with making the recondition- 
ed returned empty package available 
for re-use. 

Taken together it is clear that sell- 
ing and distribution costs include all 
costs incurred after production has 
been completed. 

In the case of consumer goods, sell- 
ing and distribution costs in the widest 
sense of the term include the costs of 
conducting retail establishments. Al- 
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though these retailing costs are a very 
substantial part of the price the public 
pays for consumer goods it has been 
thought advisable to narrow the field 
and to concentrate in this paper on 
those businesses which do not include 
retailing. 

For the purpose of this paper selling 
costs have been regarded as the costs 
of seeking for and getting orders, 
whereas distribution costs have been 
regarded as the costs of executing or- 
ders. Selling costs therefore are re- 
garded as including advertising and 
sales promotion expenses generally and 
what may be called “field selling”, i.e. 
personal presentation by the sales rep- 
resentative. Distribution costs include 
those costs associated with physical 
movement of the product to the cus- 
tomer, such as carriage outwards, the 
costs of invoicing, and the cost of 
debt collection. The relative costs of 
administration are to be regarded as 
part of the total selling and distribu- 
tion costs. 


In many cases more precise defini- 
tion of the field to be studied under 
the description of selling and distribu- 
tion costs is provided by the existence 
of a separate selling company closely 
linked with but legally separate from 
the corresponding manufacturing or- 
ganization. This will probably be help- 
ful to the accountant since persons 
outside his department concerned with 
identifying selling and distribution 
costs will probably be more careful in 
labelling them correctly than they 
might be where only one company was 
concerned. 


Essential Conditions for Success 


Whether in relation to selling and 
distribution costs or to some other part 
of his work, it is imperative that the 
general accounting structure which he 
controls shall be sound. The basic 
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data for entry in his books of account 
must be received promptly, entered 
correctly, and the whole double entry 
process must function smoothly. His 
staff must know their jobs and be cap- 
able of performing all the normal tasks 
of getting out balanced figures on time. 
Without this pre-condition he cannot 
hope to be of real service to manage- 
ment. 

Under present conditions, with great- 
er necessity for study of selling and 
distribution costs, additional account- 
ing staff may become necessary for this 
purpose. This will probably entail 
some addition to the space required 
for these persons. In large businesses 
sanction for these increases may be 
comparatively easy, but in those of 
smaller size the accountant may have 
a major problem in trying to get sanc- 
tion for sufficient staff and space to do 
his job properly. 

A third all-important pre-condition 
for success in work on selling and dis- 
tribution costs is the establishment and 


maintenance of a friendly relationship 


with the staffs of the sales departments 
including those persons concerned with 
advertising and dispatch. Much of the 
basic information which the accountant 
requires comes from these staffs. There 
is often a considerable amount of dif- 
ficulty in getting this information in 
the form in which the accountant can 
use it and at the right time for his pur- 
pose. Patience, persistence, and firm- 
ness are all required. He must try to 
ensure that he is advised promptly of 
all important changes in the policy and 
program of the sales departments. 


This relationship of friendship is 
sometimes a difficult one to build up 
because temperamentally sales people 
tend to differ considerably from ac- 
countants; one is sanguine, the other 
cautious. The accountant tends, some- 
times perhaps unjustly, to feel that a 
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substantial percentage must be deduct- 
ed from any opinion about future sales 
expressed by a member of the sales 
staff and that any opinion about fu- 
ture cost expressed by such a person 
must have a substantial addition made 
to it. Nevertheless, despite this con- 
dition of incompatibility, no divorce 
is possible. Both parties must learn 
to live with each other and learn from 
each other, for without this learning 
from each other there is little prospect 
of that joint creative interpretation of 
figures from which so much improve- 
ment can often spring. 


Factors Affecting 
the Accounting Structure 


It is of fundamental importance that 
the accountant should clearly under- 
stand what are the significant charac- 
teristics of the business on its selling 
and distribution side. From this un- 
derstanding he should set up an ac- 
counting structure which will almost 
automatically give the right answers to 
the questions which management will 
want to have answered. That account- 
ing structure should correspond to the 
actual departmentalization that exists 
on the selling side and should follow 
the lines of authority and responsibility 
already recognized. 

The factors which affect department- 
alization spring from the nature of the 
products and the markets in which 
these products are being sold — wheth- 
er the products are capital goods or 
consumer goods, whether they are be- 
ing sold locally, nationally, or inter- 
nationally, whether to wholesalers, re- 
tailers, or direct to consumers, whether 
selling is carried out by salesmen in the 
field with little or no advertising or 
whether advertising is significant, wheth- 
er the business sells mainly from stock 
or against special orders, and whether the 
business is markedly seasonal or not. All 
these factors must be fully considered 
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and the opinions of management taken 
on many points in deciding upon what 
is the best accounting structure, which 
must be deliberately shaped in the light 
of management's needs. At the incep- 
tion of the kind of accounting struc- 
ture instanced in this paper a long 
period of comparative freedom to 
think, devise, and establish will be of 
great help. 


The system set up must be suited to 
producing information required at 
varying levels and at varying times. 
The needs of the board of directors, of 
the general sales manager, of the prod- 
uct or area sales manager, must all be 
borne in mind. Information on cer- 
tain features may be required daily or 
weekly, although the main reports will 
probably be given once a month. One 
of the accountant’s main problems will 
be so to spread the work in his depart- 
ment that there is no peak load beyond 
the capacity of his staff. For this pur- 
pose he must get and keep agreement 
with the various levels of manage- 
ment on the dates by which the various 
routine statements are to be completed 
for their use. 


In planning the regular routine of 
his department the accountant will 
keep in mind that for certain major 
figures very prompt close approxima- 
tions should be given, leaving more 
accurate and more detailed information 
till later. He should also bear in mind 
the advisability of having staff and 
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time available for special investiga- 
tions, and should have such office ma- 
chinery as will simplify and speed up 
work of a routine nature, particularly 
when frequent analyses of the same 
basic documents are required. 


The accounting structure set up must 
also be such as to give the fullest in- 
formation on all major items of con- 
trollable expenditure. Time and staff 
are limited and detailed analysis of 
comparatively unimportant expendi- 
ture should be avoided. The cost of 
costing must always be kept in mind. 
The major aim should be to identify 
important trends, particularly unfavor- 
able ones, before they eat away ex- 
pected profits. Prompt information 
about the effect of changes that have 
been introduced is also important. 


The Accounting Structure 


It is assumed in this paper that 
standard costs and budgetary control 
are in use and that there is no separate 
cost accounting system. The accounts 
department may well however have 
under its control much statistical data 
relating to such matters as orders 
booked, balances of orders to be deliv- 
ered, commitments entered into for 
advertising, and so on, which are not 
part of the double-entry book-keeping 
system. . It is also assumed that the de- 
partment, in addition to preparation of 
normal monthly accounts, will present 
the salient facts about the accounts and 
about the other statistics it maintains 
in the most suitable manner, including 
graphs of sales and costs. 


The ledger accounts are however the 
basis on which all else depends and the 
decisions on coding and classification 
and account titles are of fundamental 
importance. Tire grouping and coding 
of the accounts sivould as stated earlier 
follow the organizational structure of 
the business. If, for instance, the busi- 
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ness is divided firstly into a number 
of product divisions each with its own 
separate selling organization, and each 
product division is then subdivided 
into a number of selling areas, the 
coding of the accounts would proceed 
on the basis that the first part of the 


account number should indicate the 
product division, the second part the 
area, and the third part the nature of 
the expenditure. It follows from this 
that the same figures can be readily as- 
sembled in a variety of ways according 
to whether, as in the above instance, 
it is desired to know the total expendi- 
ture for the product, for the area, or 
for a certain type of cost. If in the 
third part of the above code a certain 
figure represents, say, motor car re- 
pairs, the total of all motor car repairs 
for the whole company can obviously 
be obtained by reference to all the ac- 
counts which contain that figure in the 
third part of their coding. 

Where the organization is a large 
one a considerable number of separate 
nominal ledgers may be required, and 
control accounts will of course be used 
both to facilitate balancing and to give 
significant information regarding totals 
of main groups of expenditure. Prod- 
ucts and territories are usually the most 
important factors in deciding upon 
primary and _ secondary classification 
of accounts, but occasions also occur 
where the accounting structure will be 
governed primarily by the type of cus- 
tomer served, e.g. sales may be made 
both to wholesalers and to retailers, 
and the departmentalization of the 
company may follow that distinction 
in type of sales. There will also be 
certain common service sections where 
different considerations arise. Again 
the essential is to identify the account 
in its coding primarily by the responsi- 
bility and authority structure, the ulti- 
mate process of allocation to the main 
product or territorial divisions being 
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something to be estimated later in the 
light of the best information available. 


In considering the whole of the fore- 
going the accountant will keep in mind 
that he will want to prepare his ac- 
counts not only to show a net profit 
for the business as a whole, but usually 
for product groups and/or territories 
as well. He will at the least wish to 
produce figures of profit for product 
groups and for territories before allo- 
cation of central administrative costs, 
and the accounts system should be suf- 
ficiently detailed to afford that mini- 
mum information. 


A further feature to be borne in 
mind is that the cost figures he pro- 
duces are an essential to management 
decisions on selling prices, and that 
the marginal costing approach must be 
capable of ready application. For this 
purpose it is highly desirable that each 
account should be capable of being 
labelled as fixed (at least on a short- 
term basis) or variable. In other words 
the aim should be to avoid lumping 
together of items in any one account 
which are of a disparate nature in this 
respect. 


Thé accountant will also ensure that 
the classification of balance sheet ac- 
counts follows the same principles as 
for profit and loss items. He will want 
to relate profit figures to capital em- 
ployed for each separate division of the 
organization and will arrange the cod- 
ing of balance sheet accounts to facili- 
tate this aim. 


Standard Costs and Budgetary Control 


These techniques can be applied to 
selling and distribution in the same 
way as they can be applied to factory 
production, but it must be borne in 
mind that standard costs are not so 
well suited to controlling selling costs. 
While standard costs can be of great 
value in controlling the costs of dis- 


tribution, the main control over sell- 
ing costs should proceed from compari- 
son of budgeted expenditure with act- 
ual expenditure. 

The difficulty in application of stand- 
ard costs to selling expenses such as ad- 
vertising and sales promotion is that 
there can be no reasonable assurance 
of a direct relationship between expen- 
diture and sales. Sales are the cause 
of distribution costs, but they are the 
effect of selling costs. In the case of 
selling many factors are outside the 
control of the management and it is 
very hard to lay down. satisfactory 
standards as to what results should be 
achieved in terms of orders booked. 
Accordingly the kind of action which 
springs from variance analysis in the 
case of manufacture cannot necessarily 
apply to selling costs. 


In the case of distribution costs satis- 
factory standards can be set for such 
items as transportation, by weight or 
number of packages and distance; in- 
voicing, by number of invoices; col- 
lections, by number of remittances re- 
ceived. Analysis of unsatisfactory var- 
iances will accordingly lead to remedial 
action. 


In preparing budgets for sales and 
selling and distribution costs the period 
to be adopted should be fixed accord- 
ing to the nature of the trade. In the 
case of consumer goods there is usually 
a clearly recognizable seasonal pattern 
of 12 or 6 months. The total budgets 
for the chosen period should be broken 
down to individual months, and study 
of past years may be of great import- 
ance in arriving at close estimates of 
what is likely to be obtained in the 
way of sales for individual months. 
The figures for the earliest months of 
the budget period can of course be 
estimated more certainly than those for 
the later months, for management and 
the accountant will have available to 
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them the latest figures of orders on 
hand, of stocks of finished goods in 
warehouse, and of deliveries to be 
made to warehouse from the factories. 
They will know that the necessary raw 
materials are already in stock or on 
order. In preparing budgets of sales 
and of selling and distribution costs 
the accountant will of course constant- 
ly keep before him the figures of 
weight or numbers of units as well as 
money values, and his records should 
show these physical units wherever ho- 
mogeneous and significant. 


Not the least of the problems which 
the accountant will meet in preparing 
these budgets will be to see that the 
management gives due consideration to 
all the relevant figures he has prepared. 
He must try also to act as a counter- 
balance to known cases of excessive 
optimism or pessimism amongst his 
colleagues from other departments, so 
that the budgets decided upon are gen- 
uine and realistic. To guard against 
excessive optimism he must have a 
considerable knowledge of the total 
potential market available for each of 
the company’s products and an under- 
standing of the special characteristics 
of the different territories where the 
goods are being sold. 


The accountant should also see that 
all the budgets prepared dovetail to- 
gether to produce the desired and prac- 
ticable profit figure aimed at and are 
brought into a master budget on a 
double entry basis, broken down to 
individual months, and that both a 
pro forma profit and loss account and 
a pro forma balance sheet are pre- 
pared for each month. Preparation of 
these master figures is essential before 
final adoption of the budgets, for despite 
earlier discussions and alterations of in- 
dividual budgets, some major source of 
impracticability may otherwise remain 
undiscovered. 
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The sales budget and the selling and 
distribution cost budgets will then be 
adopted and used for comparison and 
control as the figures of actual sales 
and actual cost become available. From 
that comparison will come an under- 
standing of the way in which the busi- 
ness is going and an appreciation of 
the weak spots which require attention. 


Some Special Problems — Selling 
Advertising 


In many businesses advertising is the 
most important of the selling and dis- 
tribution costs. The measurement of its 
effectiveness is therefore a major problem 
for the accountant. On a short-term 
basis this is extremely difficult. En- 
quiries received, possibly, keyed to the 
appropriate medium, are a guide, but 
often what must be tried is to take two 
separate sets of conditions as nearly 
similar as possible except for the varia- 
tion in advertising expenditure and to see 
what difference there was in orders and 
to relate that to the difference in adver- 
tising expenditure. 

Much advertising is of course long- 
term in its aim, and it becomes possible, 
with experience, in a rough and ready 
way to estimate that a certain level of ad- 
vertising expenditure will suffice to 
maintain the company’s position, and 
that a specified increase in advertising 
will bring a certain fairly closely defin- 
able increase in business. Correspond- 
ing conclusions can be drawn from speci- 
fied reductions of advertising. 


The most usual control over advertis- 
ing is by considering expenditure as a 
percentage of sales or as a cost per physi- 
cal unit sold and by comparing actual 
expenditure with budgeted and actual 
sales. Careful preparation of the ad- 
vertising budget is of vital importance. 
This may be worked out in either of two 
ways — by starting from an assumption 
that the company can afford to spend a 
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certain total sum of money and will do 
so, or by working from the bottom up 
from decisions as to the various media 
to be used, based on the extent to which 
each is suited to be a vehicle for the 
company’s sales campaign. The former 
of these two methods may well be adopt- 
ed where the company is aggressively 
expansionist, the actual distribution 
amongst media following as a secondary 
decision. The latter method will prob- 
ably be used where the company is in 
more cautious mood and seeking to get 
full value for the money it spends. Often 
of course both approaches are adopted, 
each modifying the other in arriving at 
the final decision. 


Management decisions about how 
much is to be spent on advertising will 
often be influenced by such factors as 
the amount being spent by competitors, 
the liquidity or otherwise of the com- 
pany’s financial position, and the margin 
of profit available after meeting all 
charges other than advertising. Any 
major change in one of these important 
factors may lead to revision of the ad- 
vertising budget. This will entail al- 
teration in the records which the ac- 
countant should keep as to the total com- 
mitments entered into, and that part of 
the budget so far unallocated. It may 
be mentioned that a small part of the 
budget is often left free so that deci- 
sions about its spending can be made 
at the last moment in the light of the 
most up-to-date knowledge of the state 
of the market. Provided the advertising 
budget has been carefully prepared, the 
more closely actual expenditure coincides 
with the budget the better. This state- 
ment of course is on the assumption 
that the prices for advertising space re- 
main unchanged. 


Another characteristic of advertising is 
that it is so much a policy matter that 
even though field selling is organized on 
a regional basis advertising is usually 


centrally controlled. A problem arises 
where newspaper and magazine advertis- 
ing is concerned in that much of the ad- 
vertising is of a national nature, and if 
an allocation to regions is required, esti- 
mated figures of circulation of each jour- 
nal in each area and of spending power 
per head of population in the areas con- 
cerned should be obtained. Most large 
advertisers use agencies which will help 
the accountant with full information in 
such matters. 


The accountant may also need help 
from the agency concerned on another 
matter if he is to work out accurate in- 
formation quickly. This stems from the 
fact that invoices from agencies are often 
late because they wait till they them- 
selves have all the charges made against 
them. Space costs, however, are usually 
known quite accurately in advance and 
these are then adjusted for the discount 
obtained from the newspaper and also 
for the agency's commission, but the 
production of cost blocks, etc., are often 
not known exactly for a very consider- 
able time. These costs may run at up to 
about 20% of the space costs, depending 
upon whether repeat advertisements are 
frequent or not. Close estimating by the 
accountant with the help of the agency 
is therefore vital if reasonably good con- 
trol is to be kept over the amount spent 
to date out of the total advertising 
budget. 


An allocation problem arises where a 


variety of products are advertised in the 


one advertisement with varying degrees 
of prominence. Here the accountant 
must rely on the person who has auth- 
orized the advertisement to mark cor- 
rectly the proportions which it is fair 
to charge to each. The accountant how- 
ever should see that the person concerned 
understands that division of the cost is 
to be done on the basis of prominence 
of each of the products in the advertise- 
ment and not on what the advertising 
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executive thinks the several products can 
stand, so possibly making the known 
profitable line pay a more than fair 
share of the advertisement cost. 

Yet another major point in connection 
with advertising is whether to charge 
against the profits of each month of the 
budget period the actual expenditure in- 
curred or that part of the total advertis- 
ing budget which is in the same propor- 
tion as the month’s budgeted sales related 
to the budgeted sales of the whole bud- 
get period. In the cases of companies 
doing a markedly seasonal business it is 
customary to do an extremely high pro- 
portion of the advertising shortly be- 
fore or during the peak period of de- 
mand. The latter method is probably 
preferable, though it might also be arg- 
ued that a still better method would be 
to allocate the advertising budget of the 
whole period over individual months 
pro rata to the contribution of each 
month to profit and loss account. The 
contribution would be measured by de- 
ducting for that month all other charges 
except advertising from the gross mar- 
gin received from sales. There are of 
course accounting complications to be 
overcome regarding expenses allocated 
on a budgeted basis where management 
alters the advertising budget in the 
middle of the budget period, as of 
course may happen for perfectly good 
reasons. In contrast to most other ex- 
penses it may be legitimate for adver- 
tising to be cut when sales rise beyond 
expectation and for it to be increased 
when sales are lower than have been 
planned. 

Special advertising campaigns to es- 
tablish new products or to break into new 
territories also present their problems. 
Abnormally high percentages in rela- 
tion to budgeted sales may be decided 
upon, the excess beyond the normal per- 
centage constituting expenditure of a 
semi-capital nature, which excess should 
normally be written off to profit and 
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loss account as a special debit of the 
period in which it is incurred. 

A further point arises, associated with 
development advertising on new products 
or territories, as to whether a share of 
the central general office administration 
should be allocated to the new project 


— whether product or territory. If a 
new product is being put on the mar- 
ket in substitution for an old one it 
should bear the same share as the old 
one did, but if the product is a new one 
and should add permanently to the com- 
pany’s turnover without adding to the 
central administrative costs there is much 
to be said for treating the development 
as marginal and leaving the apportion- 
ment of the indirect fixed costs undis- 
turbed until the preliminary period is 
over. 


Field Selling 


The remuneration of sales representa- 
tives may be arranged in a variety of 
ways — salary only, commission only, 
or a bit of both. Sometimes commission 
is paid on total sales, and sometimes on 
the excess beyond a certain target. It 
can be argued as to whether in the cases 
where both salary and commission ap- 
ply the remuneration should be classified 
as entirely selling or as entirely distri- 
bution costs, or split so that the fixed 
charge goes to selling and the fluctuating 
one to distribution. The last is prob- 
ably the best method. It implies that 
the basic salary is paid for looking for 
orders, the commission for having got 
them. 

Control to ensure proper use of the 
salesman’s time is a difficult problem. 
The best proof of proper use is no doubt 
a large volume of orders booked. In 
some companies a task of so many calls 
per day is set. This creates a danger in 
that insufficient time may be spent with 
important customers, and the accountant 
who is considering this matter will prob- 
ably be wise to advise the avoidance of 
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the use of this control unless with low- 
grade salesmen in thickly populated ur- 
ban areas. 

In any attempt to compare the effec- 
tiveness of salesmen or of territories ac- 
count must be taken of the comparative 
distances that have to be travelled, of 
the total populations and average in- 
comes per head, and other special eco- 
nomic characteristics of the areas. It is 
of value to prepare statistics of numbers 
of accounts serviced by individual repre- 
sentatives in order to verify that the 
boundaries of their territories have been 
fairly decided upon to allow each man a 
reasonable chance of earning a living. 
Comparative statements of hotel costs 
per day and motor vehicle costs per mile 
as between salesmen and from one period 
to another are of importance since these 
are controllable costs and often involve 
large sums of money. Any important 
variations should be thoroughly studied 
and action taken upon them at once, 
usually through the agency of the sales 
manager. 

The problem of entertaining expenses 
of salesmen is a thorny one. It may not 
be a case for standard costs but it does 
require verification and control. Gen- 
erally the control will be light where 
the representative concerned has a fine 
record for obtaining orders and the ac- 
countant should consider not only the 
cost per day but also the cost per £100 
of sales. Comparative statistics on en- 
tertaining might well proceed by group- 
ing the representatives into several cate- 
gories as measured by their sales turn- 
over. With junior salesmen a limit per 
day might be operated, though then the 
maximum will also tend to become the 
minimum. Possibly the best policy is 
to set the remuneration at such a level 
slightly higher than before as will give 
the salesman sufficient income to cover 
entertaining expenses himself and then 
to put the onus on him of deciding what 
is justified. 


The question of what final control 
information should be prepared for the 
sales manager for a particular territory 
or product group may give the account- 
ant food for thought. Clearly the sales 
manager concerned should be presented 
with adequate information as to sales 
and as to direct costs in the area under 
his control, showing the gross contribu- 
tion he is making to profit, after deduct- 
ing the cost of the goods sold. Some- 
times for reasons of privacy it may be 
felt unwise to give the sales manager 
more than this, but the view should also 
be considered that he may get an in- 
flated idea of the importance of his ef- 
forts unless he knows the net figure left 
after charging to him a fair share of 
the central office selling administration 
and of the central office general ad- 
ministration. 


Some Special Problems — Distribution 


The accountant must keep comparative 
costs of different modes of transport un- 
der review not only covering alternatives 
being used within the business but also 
himself finding out, or suggesting to the 
transport manager that he find out, rele- 
vant facts about alternatives not yet used. 
The comparative cost of use of the com- 
pany’s own vehicles as against public 
transport is an important field for study. 
The question of air freight is nowadays 
of some importance, the additional cost 
being usually justified by the very speedy 
delivery. The accountant should sug- 
gest, however, that air freight for sub- 
stantial deliveries be sanctioned only by 
a senior executive. Sometimes its use 
is a pointer to careless planning. In 
the case of transport, as with distribu- 
tion costs generally, the analysis of vari- 
ances will be the accountant’s best guide 
to matters requiring attention. 

Another point for consideration is the 
question of comparative costs of distri- 
bution for different sizes of individual 
deliveries. Generally of course the 
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larger the delivery the cheaper it should 
be per unit of weight or per item. A 
representative scale of costs, covering not 
merely transport charges but also pack- 
ing costs, should be built up for use by 
the executive in charge of deliveries. 
The top limit of size will normally be 
governed by convenience of handling. 
At the lower end consideration of actual 
costs may lead to a revision of charges 
to the customer. Similar studies may 
be advisable for unusually distant desti- 
nations where it sometimes becomes un- 
economic to charge the normal delivered 
selling price. 


The cost of selling to foreign coun- 
tries is normally much greater than for 
sales in the home market. This is so 
because of the higher cost of sending 
sales representatives to foreign countries, 
because of special packing, of the higher 
costs of invoicing and collecting remit- 
tances, of export credit insurance and 
additional interest where long credit is 
given. Freight and marine insurance 
charges are often for account of the 
customer and can usually be omitted 
from consideration. | Even though it 
may be the policy of the company not 
to recover fully the excess cost of export 
distribution as compared with home trade 
distribution, the figures should be sep- 
arately analyzed so that management may 
be made aware of the extent to which 
these higher costs represent a reduction 
in the normal margin of profit. 


A further point for consideration par- 
ticularly by the accountant whose com- 
pany sells from stock is as to whether 
it is worth while to set up branch depots 
to which delivery in bulk could be made, 
followed by individually fully packed de- 
livery to the customer from that depot in- 
stead of from the central warehouse. 
This study will be important where the 
weight of the packaging is significant. 
The main factors for consideration here 
are the volume of existing business, the 
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possible addition to it from opening a 
depot in that area, the costs of staff, 
rent, etc., at the new depot, interest on 
net additional stocks, and the cost of the 
new local deliveries, as against the costs 
under the existing arrangements. 


In major export markets the account- 
ant may note from his compilation of 
costs that customs import regulations fa- 
vour deliveries of certain sizes or that it 
would be advantageous to export unas- 
sembled parts and complete the manu- 
facture in the country concerned. Study 
of U.K. purchase tax on the company’s 
products may also lead to important de- 
cisions about the prices to be charged. 


The clerical costs in connection with 
returnable packages are a part of distri- 
bution costs worthy of attention. Much 
bookkeeping effort is often spent on 
these items, charging on sale and crediting 
if and when returned, and also in at- 
tempting to collect the value of unre- 
turned containers which the customers 
concerned keep striking off their state- 
ments. If the company wants containers 
to be returned possibly the simplest 
method is to charge an all-in price for 
goods and containers, with a footnote at 
the bottom of the invoice stating that 
on return in good condition a certain 
figure per container will be credited. 


The cost of items lost in transit should 
be identified and study should be made 
to see whether any particular circum- 
stances seem to be common to many of 
the cases. Even where they are insured 
these losses should be separately com- 
piled at regular intervals as there may 
be a case for getting the insurance prem- 
ium reduced at the next renewal. 


Data should be compiled from time 
to time regarding discounts allowed. In 
the case where alternative better terms 
are offered for prompt payment instead 
of a monthly account, information should 
be available as to the proportions of cus- 
tomers who pay by each of the methods. 
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The difference in terms between the two 
rates should be related to the current 
interest charge payable for overdrafts or 
to the interest rate receivable on short- 
term investments, as the case may be. 
By compilation of total figures of dis- 
count allowed and money coilected and 
study of the ratio of debtors to sales it 
is possible to judge whether the persons 
checking discounts deducted by custom- 
ers are being too lenient to people who 
deduct discounts on payments made after 
due date. Quantity discounts should be 
separately analyzed. It is also vital to 
compile adequate information regarding 
losses on defective goods, free replace- 
ments to customers, and free after-sales 
or guarantee service. Information as to 
defective goods replaced is of particular 
importance as it helps to check on the 
efficiency of the factory. 


The question of costs of distribution 
to branches and depots may require con- 
sideration in relation to stock valuation 
policy. In theory the cost of movement 
to the branch should be added to the 
valuation set on the goods at the central 
warehouse. In practice this probably 
is seldom done, unless the branches are 
overseas and in any case currency con- 
version arises. The practice of making 
no change in valuation has the effect in 
seasonal trades that the profit figures 
for quiet months look low since the costs 
of heavy deliveries made to branches 
are often borne in the quiet months just 
preceding the months when sales are 
likely to be substantial. 


Another point of importance arises in 
connection with groups of companies 
where sales are made both to the out- 
side world and to a company within the 
group. The costs of selling and distri- 
bution to an associated company will al- 
most certainly be much lower, and full 
data on this difference should be brought 
out by the accountant. In some cases 


this difference in costs might not be 


reflected in a difference in selling price, 
and in producing consolidated accounts 
the ‘calculation of correct figures of un- 
realized inter-company profit would be 
dependent upon proper data as to the 
difference in costs being available. 


No consideration of selling and dis- 
tribution costs would be complete unless 
it was mentioned that the cost of hold- 
ing finished stocks is often of vital im- 
portance. This is so not only because of 
the interest, insurance, rent, and staffing 
costs involved, but also because it is so 
often the case that excessive finished 
stocks cause a company to run short of 
cash. In addition the excess stocks are 
a major source of loss by reason of be- 
coming obsolete or damaged, and rec- 
ords should be maintained showing up 
old items and listing them for attention. 
The accountant also has a duty to com- 
pile figures showing the relationship of 
different classes of finished stock to 
sales. In the early part of the bud- 
get period the actual stock should be 
related to budgeted stock and budgeted 
turnover, but in the later part of the 
period the comparison should also be 
made with actual turnover. 


Conclusion 


The last part of this paper has indi- 
cated some of the special problems 
which arise in compiling selling and dis- 
tribution costs. A main purpose of the 
paper is however to show that intelligent 
account classification, and appropriate 
use of budgetary control and standard 
costs (the latter to a more limited de- 
gree), are as applicable to selling and 
distribution accounting as they are to 
accounting for manufacturing costs. Hu- 
man relationships must be good, and 
staffing and space for the accounts de- 
parment must be sufficient. Above all 
it is clear that the accountant must study 
the nature of the business and the or- 
ganizational structure of the manage- 
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ment, so that all the information he sup- 
plies on sales and on costs is built 
around the question of the effectiveness 
with which the persons entrusted with 
responsibility for agreed pre-determined 
plans have carried them out. For this 
the ultimate acid tests are the compari- 
sons of the budgeted with the actual 
for both gross contribution and net profit, 


in each case broken down to the main 
natural segments into which the business 
is divided. The other major objectives 
of the accountant are to compile his fig- 
ures in such a way as to show up prompt- 
ly all important new trends, to provide 
pointers to possibilities of cost reduc- 
tion, and to provide a clear guide to 
management on price policy. 


IN TRIBUTE 


It is with great regret that we learn 
of the death of Mr. Frederic Rudolph de 
Paula, C.B.E., F.C.A. in London on De- 
cember 12 at the age of 72. 

Mr. de Paula was truly one of the 
great world leaders of the profession, and 
because of his books his name is known 
to accountants in every country where 
English is spoken. He was admitted to 
the Institute of Chartered Accountants 
in England and Wales in 1906 and made 
a Fellow in 1915. While practising his 
profession, he wrote “Principles of Au- 
diting”, which was published at the be- 
ginning of World War I and is now re- 
garded as a standard text. During that 
war he became Staff Director of Trans- 
portation in France and for his services 
he was awarded the O.B.E. (Mil.). 
After the war he resumed his practice. 


In 1926 he was appointed Ernest Cas- 


sel Professor of Accounting at London 
University, a post he held for three years. 
In 1929 he became chief accountant of 
the Dunlop Rubber Company and in 
1941 joint managing director of Hard- 
ing, Tilton & Hartley Limited. During 
this time he published “Developments 
in Accounting”. 

Throughout his career Mr. de Paula 
was keenly interested in Institute activi- 
ties, particularly in the training of stu- 
dents. In addition he served on the 
Government committee set up to review 
the organization of the Inland Revenue 
Department, the Carr-Saunders commit- 
tee on education for commerce, and the 
Grand Council of the Federation of 
British Industries. 

. Here was a man of whom the pro- 
fession could indeed be proud. 


a eS 


—_=aa -—- ~- 


a ee a ee ee ee ee ee ae 


-AfA A - aA -« 








~_— 


we ws e a RC 


| 
| 








Income Tax 
And Your Business 


By A. W. Gilmour, C.A., F.C.LS. 


A review of some of the trends 
in income tax during the past few years 





oo the past few years Canada 
has quietly and methodically been 
changing its entire concept of income 
taxation in a way which has affected 
and will continue to affect the pocket 
books of all of us. 


Most of us are more than fully oc- 
cupied in the day-to-day operations of 
our own businesses or professions, and 
are so busy trying to show a net profit 
at the end of the year that we have 
little time for other things. As a result, 
we are-inclined to accept taxation as a 
necessary evil, and give little thought to 
the form it should take or the effect 
which this form will have upon our pri- 
vate lives. Most of us feel that taxa- 
tion is best left to our elected members 
of Parliament, and to the small hard- 
working group of civil servants in Ot- 
tawa who attempt to plan our general 
tax structures. 


Accordingly, I thought it might be 
useful to review some of the trends 
which have developed in income tax 
matters over the past few years. Some 
of these trends are desirable while oth- 
ers, in my opinion, are very undesirable 
for a country such as Canada. I rea- 


lize that we as individuals can do little 
to influence or improve these trends, but 
if we become aware of them, we can, 
through commercial and _ professional 
groups, place our views before our elect- 
ed representatives, so that they too may 
display some interest in this complex 
subject. 


Tax Reductions 

During the past two years, there has 
been some welcome reduction in the 
taxes payable both by corporations and 
by individuals. In the case of the smal- 
ler corporations whose taxable income 
does not exceed $20,000, the present 
rate of 20% is an extremely modest 
one, and when one couples this with the 
right to distribute half of the accumu- 
lated surplus by means of an election 
to pay a 15% tax, it must be admitted 
that the smaller businessmen have been 
given very definite income tax relief as 
compared to the taxes previously paid. 

Similarly, there have been some small 
reductions made in the taxes payable by 
wage earners, salaried officials, and pro- 
fessional people, although the extent of 
the reduction is scarcely impressive. 
However, it must also be admitted that 
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the allowance of the 20% Canadian 
dividend credit has reduced very con- 
siderably the taxes payable by those for- 
tunate enough to be in receipt of Cana- 


dian dividends. When I say that it is 
now possible for a person receiving Can- 
adian dividends of a little more than 
$11,000 per annum to pay only $60 tax, 
as compared to the tax of $2,020 he 
would pay on a salary of the same 
amount, it may be that the reduction 
weighs too heavily in favour of dividend 
income. 

However, while these welcome changes 
have been taking place in the general 
rate structure of the Income Tax Act, 
they are being quietly countered by a 
more rigid attitude on the part of the 
tax collector respecting deductions and 
by restrictive changes in legislation. 


Income Tax Administration 


I think that most of us welcome any 
change which increases the efficiency of 
the income tax collector on the general 
grounds that the more persons who con- 
tribute, the lighter should be the burden 
on the rest of us. I also think it fair 
to say that we have an efficient tax col- 
lection department. 

However, in their search for new 
sources of revenue, they are giving a 
much more rigid interpretation to the 
provisions of s. 12(1)(a) of the Income 
Tax Act which permits the deduction 
only of those items made for the purpose 
of gaining or producing income from 
a property or business. 

As a result, we are being told that 
many of the common types of business 
expenses were not actually incurred to 
earn income, but rather were incurred 
trying to hold on to it after it has been 
earned, or in determining how it should 
be distributed to shareholders, and ac- 
cordingly cannot be allowed as a deduc- 
tion for tax purposes. 


Similarly taxpayers such as salesmen 
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and proprietors of small businesses are 
being required to support all expendi- 
tures with detailed receipts, irrespective 
of the difficulty of obtaining such te- 
ceipts. 

While we cannot object too strenu- 
ously to this increasingly rigid attitude, 
we can be excused for wondering whether 
it would not make for increased efficien- 
cy of tax collections to admit that most 
expenses are incurred by a businessman 
in the general process of carrying on a 
business and, as such, should be deduct- 
ible, rather than analyzing and arguing 
over each expenditure. 


Taxation of Capital Gains 


Perhaps the most objectionable feature 
of the increased drive by tax collectors 
has been the tendency to push the bound- 
aries of taxable income into the realm 
of profits which have long been con- 
sidered to be capital gains. 


We have been assured frequently by 
the Ministers of Finance and National 
Revenue that Canada does not tax cap- 
ital gains and does not intend to, but 
they have also added that it is difficult 
to determine what is a capital gain and 
it is up to the courts to decide that diffi- 
cult question. They have therefore re- 
fused to write into the law any general 
rules to assist in segregating capital gains 
from taxable income. 


As a result of this uncertainty, the 
courts have been left to establish their 
own rules, without guidance from Parlia- 
ment. The general rule seems to be de- 
veloping out of the chaos that any profit 
which can be related to carrying on a 
trade or business is taxable income which 
can be subject to tax. In the search to 
determine whether a profit can be re- 
lated to a trade or business, we have re- 
cently seen careful scrutinies made of the 
charters of companies to determine the 
powers of the companies to trade or deal 
in these assets. 
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The chief objection to this procedure 
is its uncertainty. Lacking a proper 
definition in the Act, neither taxpayer nor 
tax collector can be sure whether a profit 
realized from the sale of an asset is a 
capital profit or revenue income. On 
occasion the tax collector will attempt to 
tax such a profit, and if the amount is 
significant the taxpayer is forced to fight 
the case through the courts, without any 
reasonable knowledge as to what their 
decision will be. 


In a country such as Canada where 
there exists every need for risk capital 
to develop our resources, it is my own 
feeling that we should do everything in 
our power to avoid taxing capital gains 
and so attract the desired capital. At 
present, we have no clear policy. We 
announce to the world that we do not tax 
capital gains, but every day our tax col- 
lectors levy income tax upon any profit 
which comes under their scrutiny, and 
so repel the very capital we are trying 
to attract. 


It is surely not too much to ask that 
Parliament look carefully into the ques- 
tion of whether Canada should or should 
not tax capital gains and, having reached 
a decision, take the appropriate legis- 
lative action. 


Controlled Companies 


About four years ago, there was in- 
troduced into the Act by what is now s. 
28, a series of provisions which stated 
that when one Canadian company ac- 
quires control of more than 50% of the 
shares of another Canadian company 
which possesses a surplus of undistributed 
income, this surplus of the subsidiary 
company becomes known as designated 
surplus and will be taxed at the rate of 
49% if ever transferred to the parent 
company. 


As a result of this legislation, it has 
now become just about impossible for 
Canadians, acting through a company, to 
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acquire control of an existing Canadian 
corporation which possesses a surplus, 
because of the prohibitive tax cost in- 
volved. However, this same restriction 
does not apply in the case of non-resi- 
dents of Canada. As a result, non-resi- 
dents can acquire control of Canadian 
companies at zu cost, or at the most 5%, 
compared with a tax cost of 49% pay- 
able by Canadians. 


It is surely not too much to ask that 
this s. 28 be reviewed critically by Parlia- 
ment to ascertain whether its retention is 
desirable in the best interests of the 
Canadian economy. 


Recapture of Depreciation 


A few years ago Parliament revised 
completely the legislation. dealing with 
depreciation so as to eliminate references 
to ministerial discretion. The changes 
made fall naturally into three divisions 
which are: 

(a) Calculation of depreciation on a@ 
reducing-balance basis; 

(b) Grouping of depreciable assets into 
a relatively few pools; 

(c) Recapture of depreciation upon sale 
or disposal of assets. 

The adoption of reducing-balance de- 
preciation was coupled with a liberalizing 
of the rates of depreciation. As a re- 
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sult, persons purchasing assets obtain a 
generous allowance for the first few 
years, although this allowance tapers off 
quickly in later years. 


The grouping of assets into rela- 
tively few pools has certainly simplified 
the mechanical work involved in pre- 
paring corporation tax returns. 


The problems created by recapture of 
depreciation upon sale or disposal of 
assets have not yet been realized by too 
many taxpayers. Where a company con- 
tinues in business and slowly replaces its 
assets as they wear out, no problem 
arises. 

However, where all the assets in a 
pool are disposed of, either by sale, ex- 
propriation or by some disaster, such as 
fire or hurricane, the taxpayer may find 
that a substantial portion of the sales 
price or insurance recovery is lost through 
taxes on recaptured depreciation, so that 
he does not have sufficient funds to re- 
place the assets to enable him to carry 
on business. 
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In the case of the small businessman 
this tax on recaptured depreciation can 
frequently have disastrous effects, even 
though he has insured fully on replace- 
ment values. 


Accordingly, it would seem that the 
time is coming when Canada should con- 
sider whether the recapture of deprecia- 
tion is a desirable feature in our taxa- 
tion structure, or whether it should be 
modified at least in the case of loss of 
assets through disaster or expropriation. 


Conclusion 


In conclusion I think I should point 
out that Canada possesses a good In- 
come Tax Act and its tax collection de- 
partment is staffed by conscientious and 
hardworking civil servants. However, 


there are many respects in which our Act 
may be improved, and I have attempted 
to state a few of these . My object in 
doing so is to arouse thought on these 
matters so that when we make our views 
known to Parliament in one way or an- 
other, better laws will eventually result. 


THE SHOCK WAS TOO GREAT 


A Letter to the Inspector of Taxes: 


“I have to inform you that Mrs. X., my mother-in-law, passed away after 
receiving your form on November 22. Thanking you.” 





—From Taxes, the journal of the Inland 
Revenue Staff Federation, December 1954 
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The Role of the Accountant 


in Estate Planning 


By Maurice Fried, C.P.A. 


The complexities of modern estate planning 
make the accountant, by virtue of training, experience, and 
client relationship, a logical and vital member of the estate planning team 





ape tagarertind high taxes on earn- 
ings and income and the further 
imposition of the estate tax on the ac- 
cumulation of whatever property re- 
mains for transfer at death make it 
extremely important for all persons of 
means to obtain competent advice and 
guidance in the development and op- 
eration of an estate plan so as to pro- 
vide for the maximum preservation of 
their property during life, as well as for 
designated beneficiaries at death. 


The accountant, by virtue of his 
training, experience, and relationship 
with respect to his client’s financial af- 
fairs can be of exceptional service in 
formulating an appropriate and prac- 
tical estate plan. 

Full cooperation with the attorney, 
insurance underwriter, and others of 
specialized skills, as the specific needs 
in each case may dictate, is most im- 
portant for a proper and adequate plan 
to be drawn. 

The initial step to be taken is that of 
fact-finding. This is a task for the ac- 
countant. Fact-finding may be divided 
into two categories: (1) financial facts 
and (2) personal facts. 


Financial Facts 

Financial facts relate to the inven- 
torying of all known assets and liabili- 
ties for the purpose of determining the 
content and overall value of the client's 
prospective estate for which a plan is 
to be formulated. In this connection it 
is also important to ascertain the fi- 
nancial facts of the client’s spouse as 
well as of the other beneficiaries for 
whose prime benefit the estate plan is 
to be drawn up. 


The tabulation of assets should show 
the liquid assets, comprising cash, mar- 
ketable securities, and other items that 
may be available and readily convert- 
ible into cash for purposes of payment 
of debts, administration expenses, taxes, 
specific legacies, and bequests. Items 
held as joint tenant with right of sur- 
vivorship, or as tenant by the entirety, 
or in any form of ownership, other 
than individual name, should be shown 
separately on the inventory and the 
contribution of each spouse or joint 
owner specifically identified. The in- 
come, gift, and estate tax impact on 
such items requires special considera- 
tion. 


Reprinted with permission from The N.Y. Certified Public Accountant, September 1954 
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Of prime importance is the analysis 
to be made of non-liquid assets, on 
which substantial estate taxes may be 
levied and which may not be readily 
convertible into cash without substan- 
tial loss to the residuary estate. It is 
in this connection that most serious 
estate problems arise. Investments in 
real estate should be studied from the 
standpoint of form of ownership, that 
is corporate, individual, or joint name, 
etc., assessed valuation, and current 
and future income prospects for the 
purpose of ascertaining the approxi- 
mate fair market value thereof, as well 
as of the possible increase or decrease 
in value thereto in the future. Shares 
of stock in a close corporation or in- 
vestment in a partnership or business 
interest should be carefully appraised 
not only for present and prospective 
future valuation purposes, but also for 
the possibility of any element of good- 
will that may be added to the value in 
the event of transfer by gift or at 
death. Existing buy-or-sell agreements 
with respect to such assets should be 
carefully analyzed. Recent decisions 
have indicated that such agreements do 
not necessarily fix the valuation of the 
assets for estate tax valuation pur- 
poses, but do limit proceeds available 
for payment of expenses and distribu- 
tion. Life insurance policies should be 
examined for coverage, provisions of 
ownership, beneficiaries, modes of 
settlement, etc. 


Household and personal property 
items should be reviewed, not only as 
to valuation but should be specificaily 
identified as to whether it is owned by 
the client or his spouse. This is 
especially important with respect to 
items of value, such as paintings and 
art objects, in which case it is most 
advisable that available evidence of 
ownership be noted for positive iden- 
tification in event of death. The segre- 
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gation of such property by specific 
ownership in policies of insurance 
carried for fire and theft protection 
will aid in the identification, but may 
of itself not prove conclusive of own- 
ership. 










Trust agreements in force in which 
the client, or his spouse, or prime bene- 
ficiaries may have an interest, as well 
as any other contracts or agreements 
under which they have a property 
interest or power of appointment, 
should be carefully analyzed for pur- 
poses of the financial inventory. 

Debts, mortgages, and other liabili- 
ties, either contingent or otherwise, 
should be carefully reviewed and tabu- 
lated. Provision should also be made 
for approximate administration ex- 
penses and fees that may be incurred, 
depending upon the size and content 
of the estate. 



















Personal Facts 


Personal facts to be recorded relate 
to the age and physical condition of 
the client, his spouse, and other desig- 
nated beneficiaries. Are there minors 
to be considered? Do the beneficiaries 
have independent means? Do they have 
separate earnings or income and how 
substantial? What is the relationship 
of the beneficiaries to the client? Are 
the beneficiaries capable of assuming 
financial responsibility? What provi- 
sion has been made for others to carry 
on business activities in the event of 
death? Who are the logical persons to 
carry on such activities? 
















These and all other pertinent data 
regarding the relationship of the client 
to his beneficiaries should be reviewed. 
If wills are presently in force, a care- 
ful analysis of the terms thereof should 
be made. The feelings and wishes of 
the client and spouse with respect to 
the disposition of their individual prop- 
erty at death and the aims to be ac- 
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complished should be discussed at 
length with respect to each beneficiary 
and objectives carefully noted. The 
client’s wishes with respect to chari- 
table bequests should be obtained. 


Planning the Estate 


After all the facts have been ascer- 
tained, the value of the prospective net 
estate may then bez estimated and the 
amount of prospective estate tax calcu- 
lated. Calculations should be made for 
comparative purposes on the basis of 
the valuations that may be placed on 
the respective slow or non-liquid assets 
so as to determine the possible mini- 
mum, as well as maximum, taxes that 
may be imposed. Computation of the 
tax should also be made with respect to 
the utilization of the marital deduction, 
either in whole or in part, as well as the 
effect thereof to the estate of the sur- 
vivor. Similar comparative calcula- 
tions should be made for the prospec- 
tive estate of the spouse or other prin- 
cipal beneficiaries. 

From this point, the exploration of 
the various methods to be employed to 
best obtain the results desired by the 
client at a minimum of tax cost takes 
place. It is in this phase of the plan- 
ning of the estate that the accountant 
and the attorney, who is to draw the 
new will and other legal documents, 
can best be of service to each other in 
the client’s interest. The planning of 
each estate will depend entirely upon 
the fact-finding data and wishes of the 
client. The accountant and attorney 
can only serve as guides to accomplish 
the client’s objectives by the most feas- 
ible, legal, and practical means avail- 
able. All the facts must be considered, 
various plans, methods, or combinations 
thereof set out in proposed form, and 
the effect studied by them. In this 


regard, it will be necessary to decide 
whether the estate should be disposed 
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of by direct distribution; whether trusts 
should be created; whether gifts during 
life should be recommended; whether 
life insurance is adequate; whether 
special agreements should be entered 
into for either purchase or sale of busi- 
ness interests; or whether certain assets 
should be disposed of by gift or other- 
wise during life of the client for the 
purpose of increasing the proportion 
of liquid assets, and minimizing taxes, 
etc. The current and future income tax 
effect of the various proposals, as well 
as the individual requirements of each 
of the respective parties concerned, 
must be considered by the advisors in 
relation to the overall plan. 


With regard to valuable paintings 
and art objects, it may be well to con- 
sider the disposition thereof to char- 
itable organizations in lieu of cash 
bequests, so as to avoid the further 
dilution of liquid assets. These and all 
the other related business, financial, and 
tax problems are matters that the sever- 
al estate planners should be qualified to 
advise on. Volumes have been written 
and published on the technical phases 
of estate planning methods and opera- 
tion, and the answer to many special 
problems may generally be found by 
careful research. Legal questions should 
be resolved only by the attorney. 
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Selection of Executors and Trustees 


The accountant may be asked to ad- 
vise in the seletcion of executors and 
‘trustees. The selection and number of 
of executors and trustees, whether in- 
dividual or corporate, will vary in each 
case, depending upon the size and con- 
tent of the estate and objectives to be 
acomplished. Where individuals are 
named it is usually advisable to name 
several alternates, in order of succes- 
sion, so as to insure the continuity of 
the administration of the estate or 
trust by those known to the testator or 
grantor, with the final appointment of 
a corporate trustee in the event the 
named individuals fail to qualify. The 
accountant is particularly well qualified 
to act as executor or trustee, and his 
talents can be of invaluable service in 
such capacity. He should not hesitate 


to accept the responsibility when it is 
offered. 


Conclusion 


No plan, no matter how well drawn, 
should be allowed to remain dormant, 
but should be re-examined from time 
to time to ascertain the effect of ever- 
changing economic and financial con- 
ditions, personal relationships, and 
legislation. 

The accountant, by virtue of the 
continuous nature of his services, is 
in a logical position to recommend 
timely changes and to assist generally 
in guiding and advising the client 
through the complexities of modern 
estate planning. The role is an im- 
portant one and most rewarding to 
those who avail themselves of it. 


MFOA ANNUAL CONFERENCE 


The 49th annual conference of the Municipal Finance Officers Association of the United 
States and Canada will take place at the Jung Hotel, New Orleans, from May 1 to 5, 1955. 
Details and registration forms may be obtained from 

Mr Joseph F. Clark, 


Executive Director, 


Municipal Finance Officers Association, 


1313 E. 60 St. 
Chicago 37, Ill. 
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Official Release 





PROPOSED AMENDMENT 
TO THE ONTARIO CORPORATIONS ACT, 1953 


(See Comment and Opinion on page 62) 


A letter to Provincial Secretary Welsh 





Toronto, January 6, 1955 


The Honourable Arthur Welsh, D.S.O. 
Provincial Secretary and Registrar, 
Parliament Buildings, 

Toronto, Ontario. 

Dear Sir: 

As you are aware, the members of this 
Insitute greeted The Corporations Act, 
1953 with warm approval. While it 
has been in effect for a short time only, 
our experience generally leads us to be- 
lieve that it will prove itself to be a 
significant forward step in this field of 
legislation and will operate in the in- 
terests of all. 

However, the members of this Insti- 
tute have been faced with one problem 
in the interpretation of The Corporations 
Act and its application which, while per- 
haps appearing to be of relatively small 
consequence, is regarded by us as being 
most important and affecting one of the 
basic objectives sought to be achieved by 
the Act, namely, fair disclosure. 

Sections 84(1)(i) and 87(2)10 of 
the Ontario Corporations Act, 1953 call 
for disclosure in a company’s financial 
statement of: 

84(1) ... 

(i) total remuneration of directors as 
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such from the company and sub- 
sidiaries whose financial statements 
are consolidated with those of the 
company, including all salaries, 
bonuses, fees, contributions to pen- 
sion funds and other emoluments; 

OFZ) evs 

10. The total remuneration of directors 
as such of a holding company from 
subsidiaries whose financial state- 
ments are not consolidated with 
those of the holding company, in- 
cluding all salaries, bonuses, fees, 
contributions to pension funds, and 
other emoluments; 

It appears that the phrase “remunera- 
tion of directors as such” in the para- 
graphs quoted above will likely be in- 
terpreted as referring to the remunera- 
tion of directors solely in their capacity 
as directors. That is to say, it will not 
be regarded as including amounts paid 
to directors for services rendered by 
them otherwise than as directors of the 
company, for example, as officers or em- 
ployees. 


The original recommendations of this 
Institute dealing with the information to 
be disclosed in the annual financial state- 
ments were prepared with the objective 
of providing shareholders with reason- 
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ably full information as to the results of 
operations and the financial condition of 
a company which it was felt, as share- 
holders, they should receive. Since the 
directors of a company manage it on 
behalf of the owners, i.e. the sharehold- 
ers, and since the directors usually have 
the power to fix the remuneration of 
officers and employees and of those who 
render services to the company in any 
capacity, it is, in our opinion, in the 
interests of all concerned that sharehold- 
ers be informed of the amounts paid to 
directors as directors and paid to them 
as officers and employees. 

Moreover, in requiring disclosure only 
of “remuneration of directors as such” 
the enactment will result in misleading 
many shareholders. The description of 
an amount as “remuneration of direc- 
tors’, with or without the additional 
words “‘as such”, will inevitably be taken 
by some readers to mean the total re- 
muneration of the directors for their ser- 
vices in all capacities, though in point of 
fact the undisclosed remuneration may be 
far greater than that disclosed. 

It may be that the words ‘‘as such” 
were used with the object of excluding 
from the remuneration to be disclosed 
amounts paid directors for services ren- 
dered by them in professional capacities, 
such as engineers, architects, solicitors, 
etc. If that is so, we think that that 
object could be achieved by the use of 
more precise language. 

For the above reasons, we urge that the 
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present enactments be amended to read 
somewhat as follows: 
Bata) <i 
(i) total remuneration of the directors 
of the company for their services 
as directors, officers or employees 
of the company and _ subsidiaries 
whose financial statements are con- 
solidated with those of the com- 
pany, including all salaries, bon- 
uses, fees, contributions to pension 
funds and other emoluments; 
BIG) 6 
10. The total remuneration of direc- 
tors of the holding company for 
their services as directors, officers 
or employees of subsidiaries whose 
financial statements are not con- 
solidated with those of the holding 
company, including all salaries, 
bonuses, fees, contributions to pen- 
sion funds and other emoluments. 
If an amendment along the lines sug- 
gested above should not be acceptable 
then, in our opinion, the present para- 
gtaphs 84(1)(i) and 87(2)10 should 
be repealed because we believe it pre- 
ferable that there should be no require- 
ment for disclosure in respect of direc- 
tors’ remuneration rather than a require- 
ment to make disclosure of such a nature 
as would likely result in misleading in- 
ferences being drawn therefrom. 


Yours very truly, 
D. A. Ampleford, F.C.A., 


President, 
The Institute of Chartered 
Accountants of Ontario 














Results of 1954 Uniform Examinations 





ALBERTA 


Primary 

Prizewinner: $20 prize for the highest ag- 
gregate marks in the primary examination 
and the bronze medal for obtaining hon- 
ours — Robert B. M. Marshall. 

Passed: Aitken, W. G.; Anderson, Miss M. 
R.; Arnold, W. G.; Beck, G. R.; Braum, 
G. W.; Bruha, F. J.; Burns, J. E.; Callihoe, 
H. A.; Carney, G. H.; Cooper, D. D.; Copi- 
thorne, W. H.; Cripps, R. R.; Dallow, E. 
T.; Edgar, J. J.; Edmonds, W. G.; Hamil- 
ton, G. W.; Heater, W. A.; Heembrock, J. 
F. E.; Hironaka, A.; Irwin, I. G. M.; Jones, 
R: A;; Krawchuk, Jj. L.; Larson, L. A; 
Lefsrud, H. A.; Little, T. R.; Lyle, E. B.; 
McIntosh, D. K.; McLeod, D. A.; McMur- 
ray, R. R.; Magnan, E. J.; Marshall, R. 
B. M.; Mills, L. D.; Nash, H. K.; Norgren, 
L.; O'Connor, T. L.; Partridge, K. L. R.; 
Pelepchan, W.; Phillips, D. W.; Rae, J. 
A.; Rawe, H. C.; Scott, N. LeR.; Shier, H. R.; 
Strong,.R. F.; Tamura, I.; Tetz, D. S.; Tid- 
ball, W. D.; Volk, T. M.; Ward, V. R.; 
Watson, J. W.; Westlin, K. E.; Wilson, L. 
K.; Wurzer, K. A.; Yuchem, W. W. 


Intermediate 
Prizewinner: $35 prize for the highest ag- 
gregate marks in the intermediate examin- 
ation — Roger D. Lundgren. 
Passed: Archer, D. N.; Astle, H. T.; Bige- 


low, G. H.; Bowes, J. E.; Buchanan, J. 
W.; Cordingley, R. L.; Dack, P. H.; David- 
son, J. G.; Dennis, R. B.; Donnelly, S. J.; 
Edwards, E. L.; Fiell, J. N.; Jamieson, S. B.; 
Johnstone, A. C.; Ledingham, R. B.; Lund- 
gren, R. D.; Manarey, W. H.; Matishak, 
Z. R.; Montalbetti, P.; Montgomery, L. H.; 
Prowse, K. M.; Russell, W. G.; Schigurski, 
K.; Shutiak, J. R.; Trace, H. D.; Valestuk, 
A.; Warne, D. M.; Wood, V. R. 


Final 

Prizewinner: $50 prize for the highest ag- 
gregate marks in the final examination — 
Mervyn S. Adams. 

Passed: Adams, M. S.; Allan, E. B.; Ben- 
nett, G. W.; Blazouski, J. D.; Butterworth, 
K. D.; Card, D. LeR.; Clark, Z. D.; Easton, 
A. M.; Emslie, D. C.; Fecto, R. J.; Herring, 
P. L.; Jones, R. L.; Kavanagh, R. S.; Lach- 
man, W.; Milne, F. W.; Noble, K. E.; 
Pym, S. G.; Rose, J. R.; Shute, R. A.; 
Strang, D. W.; Stewart, A. D.; Timmins, R. 
LaR.; Wilson, O. E. 


Granted Supplementals: Baumbach, G. E.; 
Broughton, H. E.; Burgoyne, N.; Carroll, 
L. H.; Collins, C. E.; Grier, D. J.; Gutman, 
H. M.; Henderson, W. G.; Henkelman, N. 
A.; Johnstone, J. S.; McDowell, K. A. C.; 
McNamee, B. E.; McVean, B. S.; Sadleir, 
J. Is 


BRITISH COLUMBIA 


Primary 
Prizewinners: B.C. Institute's bronze medal 
— Miss Joan Pheasey and B. M. Gillmore. 
B.C. Electric Co. Ltd. book prize for high- 
est marks in English — Miss Joan Pheasey. 
McIntosh, McVicar & Dinsiey $25 cash 
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prize for the highest marks in Accounting 
and Auditing — H. A. Fraser. 


Passed: Arnett, D. G.; Barnes, L. D.; Beat- 
tie, R. H.; Baum, G. C. V.; Bullen, W. R.; 
Burgess, W. G.; Burian, W. J.; Burnstill, 
Miss A. M.; Carlson, D. E.; Cumpston, P. 








R.; Derton, R. H.; Evans, D. T.; Fee, E. C.; 
Fraser, H. A.; Gallilee, E. A.; Gibbs, J. 
R.; Gillmore, B. M.; Goerzen, W. J.; 
Gracey, W. H.; Granholm, R. H.; Gray, 
W. R.; Green, H. G.; Gunn, E. N,; 
Gunning, K. S.; Hack, D. S.; Hadwen, Miss 
C. V.; Hallam, R. J.; Hammond, J. G.; 
Hamilton, A. D.; Hayden, H. E. W.; Hea- 
ley, K. H.; House, J. R.; Hugh, B. E.; 
Horwood, A. C.; Lord, W. R.; McAfee, B.; 
McIver, A. D. A.; Maiani, A. J.; Manning, 
A. C.; Martinson, P. A.; Menzies, C. N.; 
Meyer, H. J.; Northrup, D. L.; Oliphant, 
P. F.; Pheasey, Miss J.; Pratt, R.; Price, F. 
E.; Pye, L. E.; Raper, W. C.; Rollo, D. M.; 
Rounding, B. L.; Russell, K. R.; Scott, G.; 
Suttis, J. A. P.; Thomas, H. J. H. O.; Tol- 
son, D. F.; Weitzel, R. E.; Wharf, B. C. 
HH; Yip, W. W. 


Intermediate 


Prizewinner: B.C. Institute's silver medal — 
E. O. E. Bergman. 


Passed: Adam, I. M.; Affleck, E. L.; Bar- 
don, H. D. R.; Bergman, E. O. E.; Bonner, 
D. R.; Buchanan, J. B.; Butterworth, E. 
A.; Clarke, W. H.; Clyde, D. J.; Cohen, 
M. M.; Cowan, N. E.; Crawford, A. L.; 
Cruickshank, W. D.; Davidson, W. G.; 
Davidson, W. R.; Dedrick, J. E.; Down, 
N. J.; Duncan, R. K.; East, R. G.; Ellis, 
D. W.; English, J. S.; Frederiksen, H.; 
Graves, C. F.; Green, G. A.; Hamilton, N. 
A.; Hibbert, C. L.; Hoffman, D. A.; Hut- 
chison, G. D.; Hott, W. D.; Johnstone, R.; 
Karras, H. B.; Laird, D. G.; Lauridsen- 
Hoegh, H.; Lilly, A. W.; Livingstone, G. 
H.; McGuire, R. L.; McLean, J.; McNeilly, 
J. T.; Manning, D. A.; Manuel, O. J.; Mar- 
tin, E. J.; Mathieson, P. M.; Minielly, R. 
L.; Mulder, P. H.; Mulleny, J. C.; Orr, C. 
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K.; Pearmain, G. W.; Pearson, J. K. W.; 
mee, MM. T.; Rae; T. Ms Read, CG. We 
Robinson, M. H.; Runkle, P.; Smith, H. 
B.; Smith, R. C.; Spencer, D. A.; South- 
cott, J. C.; Stefanson, A. O.; Steuart, K. M.; 
Stokes, J. B.; Tabin, G.; Tarling, G. A,; 
Thwaites, K. H.; Tidball, G. M.; Turner, 
G. B.; Wadsworth, R. M.; Whyte, D. R.; 
Whyte, J. J. A.; Williamson, I. G. 


Final 
Prizewinner: B.C. Institute’s gold medal — 
L. N. Westfall. 
Passed: Aldridge, W.; Banning, S. E.; Bar- 
clay, J. C.; Baynton, K. F. Y.; Bennett, 
L. K.; Blake, S. K.; Brooker, G. H.; Brown- 
ell, J. R.; Campbell, H. R.; Campbell, R. 
F.; Carson, D. J.; Chong, D.; Christian, 
C. W.; Courtice, G. L.; Dewar, R. P.; Dod- 
man, E. C.; Elliott, G.; Gillon, A. R.; 
Grayson, W.; Goodwin, J. R.; Gray, G.; 
C. P.; Greaves, R. G.; Guman, P. G,; 
Hewitt, P. T.; Hodge, R. E.; House, W. 
H.; Hutton, J. M.; Jackson, G. W.; Kelvin, 
A.; Ker, D. N.; Laban, C. V.; Lee, P. F.; 
Loffmark, R. R.; Longmuir, E. A.; Mac- 
dougall, H. J. B.; Miller, A. D.; Misener, 
W. J.; Moore, J. C.; Murray, W. S.; Neid, 
7. As Opis, R. W. Ti; Park, RK. W.; 
Pearson, D. P.; Prince, W. W.; Rolfe, D. 
R. L.; Routledge, D.; Sandberg, C. E,; 
Sinclair, J. A.; Smith, R. C.; Soderling, 
C. S.; Sproule, W. D.; Stables, Miss L. 
V.; Stevens, H. F.; Taylor, A. L. West- 
fall, L. N.; Wilson, E. 
Granted Supplementals: Field, R. I.; Fos- 
ter, J. T.; Greig, J. W.; Henniger, E. C.; 
McGuire, J. L.; Main, D. R.; Mulligan, G. 
H.; Oswald, J. G.; Pantages, B. L.; Root, 
L. P.; Slater, S. K. 


MANITOBA 


Intermediate 


Prizewinners: W. A. Henderson silver medal 
and a $50 prize awarded by the Manitoba 
Institute — John Richard Hayes. 

D. S. Lofthouse Scholarship of $25 — 
Bonne C, Lemon. 


Passed: Arndt, H. B.; Baird, D. R.; Bagot, 
H. R.; Banero, V. J.; Benedi-t, J. R.; Bol- 
ton, E. J.; Buhr, G. D.; Cantor, E.; Collins, 
G. F.; Crewsor, H. A.; Ellis, D. S.; Ham, 
W. J.; Hammond, R. D.; Haughey, S. J.; 
Hayes, J. R.; Holman, D. A.; Lemon, B. C.; 
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Little, G. K.; Lytle, D. R.; MacBeath, J. 
O.; MacMillan, K. G.; MacNeill, D. M.; 
McKay, H. J.; McKean, R. A.; Millard, 
J. G.; Plant, I. W. G.; Ragotte, G. W.; 
Rettie, D. E.; Rice, D. A.; Scott, R. G.; 
Smordin, H. B.; Thow, S.; Vannevel, R. 
C. M. 
Final 

Prizewinners: T. Harry Webb gold medal 
and the Institute prize of $100 — Hugh 
Linn Johnston. 

Institute Prize of $50 — Samuel Arthur 
Martin. 

Passed: Ashley, G. S.; Barnes, J. K.; Birtle, 


W. G.; Cartwright, L. G.; Ching, T. F.; 
Chiswell, W. E.; Dalton, K. S.; Deegan, R.; 
C.; Evans, V.; Forest, G. J.; Forrester, P. 
R.; Fraser, G. W.; Gaudet, A. T.; Hardie, 
V. D.; Howard, R.; Johnston, H. L.; John- 
stone, R. D.; Kelm, A.; Loewen, W. H.; 
Lund, B. S.; Lytle, H. M.; Martin, S. A.; 
McCallum, G. R.; McEwen, R. G.; Neu- 
feld, H. J.; Oldfield, J. W.; Peterson, R. 
M.; Schultz, W. A.; Tarrant, J. C.; Wil- 
son, R. H.; Wirth, J. R.; Wood, R. F. 


Granted Supplementals: Barnes, D. G.; Bie- 
ber, A. G.; Curtis, C. E.; Hamel, A. B.; 
Levy, H. H.; Lynch, G. J.; Tucker, P. H.; 
Whelan, A. W.; Wilkie, W. D. 


NEW BRUNSWICK 


Primary 
Passed: Alexander, B. C. W.; Burgess, J. 
R.; Crowe, C.; Crowley, A. F.; Davis, F. 
W.; McCrossin, J. F. 


Intermediate 
Passed: Gordon, R. 


Final 


Prizewinner: Governor General's medal for 


highest standing in Canada — Reginald J. 
Baker. 

Passed: Baker, R. J.; Bell, R. M.; Noble, 
R. B.; Robidoux, E. A.; Sparling, D. J.; 
Stevens, P. M.; Wadlin, G. M. 

Granted Supplemenuals: Blackie, W. W.; 
Couturier, C. E.; Steel, W. G. 


NEWFOUNDLAND 


Primary 
Granted Supplemental: Lombard, K. E. 


Intermediate 
Passed: Cooper, A. 


Final 
Passed: Fraser, J. D.; Johnson, G. L. 


NOVA SCO1... 


Primary 
Passed: Allen, J. K.; Baillie, H. G.; Bar- 
ter, F. C.; Foster, R. J.; Fraser, A. B.; 
Keillor, J. G.; Morash, G. L.; Woolaver, 
G. F. 


Intermediate 


Passed: Byrne, L. G.; McNaughton, D. P.; 
Morrison, J. W. 


Granted Supplementals: Conrad, R. W.; 


Doig, P. R.; Frederickson, E. A.; McNeil, 
N. A. 


Final 
Prizewinner: Institute prize for highest 
standing — J. A. Smallman. 


Passed: Biacknore, A. R.; Campbell, R. M.; 
Demone, R. S.; Durning, G. H.; Hocking, 
W. A.; Hunt, P. A.; Lawley, J. G.; Mader, 





90 The Canadian Chartered Accountant, February, 1955 


K. A.; Murphy, E. W.; MacRae, D. C.; 
Parker, J. R. E.; Reid, W. G.; Smallman, 
IMA. 


Granted Supplementals: Garber, L. F.; Me- 
Leod, D. G.; Palmer, P. A.; Peterson, P. C. 


ONTARIO 


Primary 
Prizewinners: Ontario Institute first prize — 
N. Glenn Ross. 
Ontario Institute second prize — Irving L. 
Rosen. 
H. O. Glover prize (Accounting) — Har- 
vey Gold. 


TORONTO 
Passed: Abbott, W. R.; Adams, R. P.; 
Anderson, H. C.; Anderson, T. O.; Barbi- 
san, L.; Barenholz, B.; Baumeister, W. E.; 
Beallor, D. M.; Bearg, S. A.; Beatty, R. L.; 
Bell, M. C.; Bennett, E. C.; Birstock, M.; 
Bjella, H.; Bonnell, D. R.; Boyd, N. H.; 
Bradley, W. H.; Brown, R. J.; Burns, M. 
M.; Burrows, J. C.; Capler, G.; Chisholm, 
R. A.; Climenhaga, R. W.; Cohen, N.; 
Cook, O. J.; Cooper, J. S.; Crump, J. D.; 
Cuthbert, G. A.; Davey, G. K.; Davis, W. 
R.; Delfosse, H. A.; Dillon, D. E.; Donn, 
B.; Drexler, M. M.; Duncan, H. J.; Engel, 
A.; Epstein, D.; Falko, V. J.; Ferguson, 
A. J. H.; Ferguson, R. C.; Fielding, D. J.; 
Forster, E. C.; Fox, B. H.; Fraser, W. H. 
B.; Gold, H.; Good, R. G.; Goodman, G. 
M.; Griff, D. J. I.; Griffin, W. E.; Guest, 
G. A.; Harris, D. D.; Harris, H. S.; Hawes, 
W. J.; Heller, L.; Henderson, J. W.; Hig- 
gins, P. S.; Hudson, R. F.; Ivey, D. N.; 
Johnston, W. E.; Jomori, E.; Tones, D. W.; 
Kerzner, M.; Koblinsky, S.; Kors, G. W.; 
Lavery, K. R.; Lees, J.; Lorimer, D. M.; 
Love, T.; McCallum, R. A.; McColl, W. A.; 
McInnes, S. R.; McLaughlin, W. J.; Me- 
Pherson, D. B.; McQuaid, J. A.; McRobb, 
D. H.; MacEwen, D. B.; Major, R. J.; 
Marr, L. L.; Meltz, E. E.; Middleweek, P. 
A.; Miller, W. R.; Mitchell, C. B.; Morley, 
J. D.; Morris, D. N.; Morton, J. A.; Paper- 
nick, M. M.; Pedel, M.; Pett, E. J.; 
Pidgeon, W. B.; Pomeroy, D. G.; Preece, 
J. W.; Richards, D. C.; Richman, E.; Ret- 
ford, D. R.; Robertson, W. J.; Rosen, I. 
L.; Rosenberg, D.; Rosenthal, J. G.; Rubin, 


M. P.; Russell, G. A.; Salsberg, L. L.; San- 
ders, M. C.; Sanderson, J. N.; Sandford, 
F. J.; Sato, R. S.; Scrymgeour, J. W,; 
Sedgewick, G. F.; Simmons, B. C.; Sider- 
son, I.; Sloan, W. A.; Smith, H. L; 
Sniderman, S.; Sooaru, E.; Stekel, M. H.; 
Szostak, S. H.; Tefft, J. S.; Thompson, L. 
L.; Tilley, A. R.; Townsend, F. G.; Wait, 
W. E.; Walton, J. P.; Wartman, M. L,; 
Watson, N. A.; Watts, A. M.; Zeifman, 
Cc. M. 


HAMILTON 


Passed: Bazoian, J. C.; Bloodsworth, D. J.; 
Fitzpatrick, G. A.; Foord, B. R.; Griffin, 
D. G.; Kenny, B. S.; Keskanek, M. S.; 
McClure, R. W.; McDonald, G. A.; Mc- 
Pherson, R. L.; MacDonald, M. J.; Paddon, 
W. B.; Pamenter, D. W.; Reid, J. C.; Rit- 
chie, D. F.; Simon, S.; Swallow, J. C.; Wil- 
by, A.; Yeomans, H. R. 


KINGSTON 
Passed: Hope, W. J.; Sisson, M. F. 


KITCHENER 
Passed: Duxbury, J. A.; Lenhardt, O.; Lind- 
say, W. W.; Reinhart, W. H.; Smith, G. 
M.; Baetz, L. E. 


LONDON 


Passed: Bennett, A. K.; Caverly R. A,; 
Corriveau, G. F.; Keyes, W. A. J.; Wil- 
lows, R. H. 


OTTAWA 


Passed: Bartley, M. E.; Debane, M.; Fos- 
ter, M. B.; Genn, D. A.; Greer, G. A,; 
Haddad, A. E.; Hill, J. P.; Ivison, D. C.; 
Jones, J. D.; MclIlveen, G. M.; Mulvihill, 
B. M.; Proulx, J. O. R.; Reed, A. B.; Ross, 
N. G.; Smith, M. M.; Wilson, R. J. 


PoRT ARTHUR 


Passed: Graves, A. M.; Scott, R. J.; Straw- 
son, P. F. 
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SUDBURY 
Passed: Bruce, A. H.; Ross, J. R.; Wright, 
F. E. 


TIMMINS 
Passed: Elliott, R. M.; Shepherdson, C. F. 


WINDSOR 
Passed: Emery, R. R.; Kovack, D. J.; Lod- 
zins, E.; Price, V. L.; Rosen, G. M.; Soren- 
son, R. O.; Weber, N. W. 


Intermediate 


Prizewinners: Canadian Institute silver me- 
dal and first prize — Harvey S. Hecker. 
Ontario Institute silver medal and first 
prize — Harvey S. Hecker. 


Ontario Institute second prize — James B. 
Waugh. 


Geo. A. Touche & Company prize (Au- 
diting) — Gordon E. Howey. 


TORONTO 


Passed: Alexander, H. J.; Alley, P. H. R.; 
Anson-Cartwright, R.; Archbell, G. A.; 
Armstrong, G. J.; Ayres, A. G.; Bascombe, 
D. A.; Baycroft, J. H.; Beale, J. E.; Ben- 
nett, P. M. L.; Berger, I. M.; Bill, E. O. 
N.; Blackstein, M.; Bolton, D. G.; Booz, 
D. R.; Brown, D.; Brudner, H. E.; Car- 
veth, H. W.; Cooper, B.; Cotton, P. J.; 
Cowitz, C. S.; Crandell, R. G.; Dagg, J. 
G.; Dawson, G. M.; Evans, C. D.; Finkel- 
man, S.; Fletcher, C.; Frew, T. J.; Fried- 
land, S.; Gailus, R.; Goddard, J. S.; Gold- 
berg, J.; Gorfinkel, N.; Gotlib, B.; Gould- 
ing, D. L.; Green, I.; Hamilton, R. J. P.; 
Hecker, H. S.; Howey, G. E.; Howson, H. R.; 
Hrabovszky, J. G.; Hubling, R. E.; Hunter, 
C. R.; Jones, H. A.; Keenan, J.; Kelly, R. 
W.; Kemerer, P. M.; Kennedy, M. H.; 
Kirk, M. D.; Koren, H.; Kramer, W. W.; 
Laking, K. C.; Lloyd, T. H.; Luckevich, A. 
J.; McAlpine, J. S.; McKeown, W. R.; Mc- 
Queen, R. W.; Madeley, R. J.; Manchur, 
P. A.; Mann, R. W.; Maybee, D. J.; Mer- 
son, D. S.; Murphy, J. V.; Nichols, L. M.; 
Roberts, R. B.; Robson, D. K.; Rose, A. J.; 
Rothman, J.; Routery, F. J.; Sanders, R. 
D.; Savage, P. D.; Schure, P.; Shear, G. J.; 
Spratt, D. C.; Stackhouse, R. G.; Stamp, 


E.; Stanwick, C. J.; Steeds, R. O.; Sto- 
thers, W. G. D.; Taub, B.; Title, D. N.; 
Todd, R. J. W.; Towler, R. L.; Tyndall, 
C. L.; Tyrrell, J.; Vogan, J. F.; Wadding- 
ham, R. C.; Weinberg, D. A.; Wener, P.; 
Whitehouse, B. D.; Williams, W. H.; Wil- 
son, G. C.; Winer, M. A.; Wright, M. E. 


HAMILTON 
Passed: Ashcroft, W. C.; Cantlon, C. D.; 
Cooke, S. J.; Gleicher, J.; Hawkrigg, M. 
M.; Henderson, M. G.; Humble, B. J.; Jep- 
son, W. F.; McBride, J. G.; Storr, K. G.; 
Stortz, J. J.; Waugh, J. B.; Wilson, A. F. 


KENORA 
Passed: Ouellette, G. A. 


KINGSTON 
Passed: Blakely, W. J.; Genge, N. B. 


KITCHENER 
Passed: Ariss, G. T.; Starke, G. E. 


LONDON 
Passed: Aziz, M.; Backman, R. W.; Benn, 
G. J.; Blanchard, D. H.; Devlin, W. S.; 
Grant, D. C.; Houlden, J. E.; Johnston, 
R. W.; Luxton, J. A.; Shore, M. L.; Stone, 
G. McD.; Summers, K. G.; Ward, R. B. 


OTTAWA 
Passed: Agulnik, M. B.; Chatelain, R. J.; 
Drysdale, C. B.; Gillespie, J. F.; Groslouis, 
J.; Huband, C. M.; Leonard, R. J. D.; 
Morrison, J. K.; Scott, J. E.; Scott, W. R.; 
Taylor, Miss B.; Thompson, R. E. 


PoRT ARTHUR 


Passed: Caldwell, R. L.; Meader, J. K.; 
Prouty, A. E. 


SUDBURY 
Passed: Hepburn, F. G.; McPhee, G. R. 


TIMMINS 
Passed: McDonald, C. D. , 


WINDSOR 
Passed: Bickerton, J. T.; Dalgleish, R. W.; 
Domagala, V. M.; Johnston, D. G.; Mac- 
Kenzie, R. W.; Nishiyama, H.; Peters, W. 
G. 
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Final 
Prizewinners: Canadian Institute silver med- 
al and second prize — Donald K. McNair. 


Ontario Institute gold medal and first prize 
— Donald K. McNair. 


E. R. C. Clarkson prize — Stewart W. 
Henderson. 


George Edwards 
David L. Sheldon. 
W. T. Kernahan prize (Auditing) — James 
W. Miller. 


prize (Accounting) — 


TORONTO 


Passed: Adams, E. C.; Alexander, H. H.; 
Allan, J. McR.; Arbuckle, K. F.; Ashforth, 
A. R.; Baker, A.; Bodley, J. D.; Bradley, 
F. J.; Broadhurst, W. H.; Caldwell, J. K.; 
Campion, R. D.; Capel, R. G.; Caron, J. R.; 
Clayton, W. T.; Colnett, B. E.; Cory, T. E.; 
Crabbe, R. M.; Craig, K. R.; Crang, F. J.; 
Crase, Wm. M.; Cutmore, R. H.; Darch, 
L. A.; Davie, J. J.; Dilworth, A. J.; Don- 
ald, G. E. B.; Farlinger, W. A.; Farmer, 
D. W.; Fisher, J. H.; Fisher, M.; For- 
syth, T. J.; Freeman, H. M.; Geddes, J.; 
Gibbins, J. G.; Gibson, J. G.; Glicksman, 
M. H.; Golan, R. A.; Gottlieb, S.; Gould, 
S.; Gurofsky, B.; Hauch, R. W.; Hender- 
son, S. W. E.; Hitchcox, A. R.; Horne, G. 
W.; Horne, R. M.; Howson, R. V.; Hubbell, 
H. G.; Hyde, P. K.; Jackson, E. T.; John- 
ston, K. G. W.; Johnson, V. L.; Jordan, 
W. R.; Kelly, G. A.; Kenny, R. W.; Kerr, 
J. W.; Krigstin, M.; Lake, L. M.; Lass, 
M. H.; Laundy, K. H. C.; Lawson, F. A.; 
Layton, S.; Ledger, B. D.; Leishman, J. E.; 
Lerner, R.; Litvack, H.; Lorie, R. B.; Mc- 
Cullagh, W. R.; McGeachie, J. A.; McGee, 
C. R.; McKay, R. E.; McKelvey, J. G. K.; 
McMulkin, P. B.; McNair, D. K.; Mac- 
Donald, A. L.; MacLellan, S.; Mandel, A.; 
Marchment, A. R.; Marshall, L.; Martin, 
A. R.; Millen, L. J.; Miller, J.; Mills, K. 
A.; Mitchell, A. H.; Mondrowitz, W. H.; 
Moore, G. W.; Naish, J. A.; Nelson, W. 
W.; Nightingale, T. I.; Noble, C. W.; 
Payne, A. C.; Payne, M. C.; Pepler, R. S.; 
Perlman, M. W.; Reeve, A. W.; Ritchie, 
D. J.; Roher, M. J.; Ryan, J. P.; Scott, A. 
N.; Seed, J. A.; Sheldon, D. L.; Silver, R.; 
Sinclair, D. B.; Smith, R. R.; Stephen, K. 
A.; Thomson, J. W.; Thornton, R. C.; 


Trethewey, E. E.; Van Netten, J.; Wag- 
man, S.; Ward, K. H.; Weppler, B. H.; 
White, W.; Williams, D. A. J.; Wright, 
E. D.; Zimmerman, A. H. 

Granted Supplementals: Ainslie, D. J.; Am- 
brose, P. J.; Armel, H.; Barrett, M.; Boyd, 
E. B.; Burton, I. A.; Clancy, G. L.; Fox, 
S. S.; Goldhar, J.; Hardie, G. E.; Hewitt, 
A. H.; Hook, E. W.; Ide, H.; Jackson, N. 
J. E.; Jarrett, D. R.; Kenning, R. T.; Klein, 
H.; Lando, A. M.; McCurry, T.; Melville, 
W. G.; Mitchell, D. R.; Mortfield, L. M.; 
Randall, L.; Robinson, N. B.; Ryan, T. D.; 
Sanderson, D. M.; Shniffer, A. B.; Stal, 
A. L.; Wiseberg, L.; Ylitalo, O. J. 


HAMILTON 
Passed: Baker, H. E.; Burley D. W. Jr.; 
Guyatt, A. E.; Kelly, A.; McGarvey, W. 
J.; MacLean, D. R.; Pollock, J.; Scott, R. 
J.; Shore, C. A.; Stevenson, T. A. S. 
Granted Supplementals: Cook, J. M.; Hark- 
ness, A. J.; MacGougan, G. R. 


KENORA 
Granted Supplemental: Heger, G. P. 


KINGSTON 
Passed: Gorrie, D.; Harkness, H. C. 


KITCHENER 


Passed: Bish, R. P.; Dahmer, R. C. E,; 
Morphy, D. B.; Shepard, A. B. 
Granted Supplemental: McCauley, T. A. 


LONDON 


Passed: Abel, T. P.; Diegel, G. B.; Dowd- 
ing, R. B.; Garlick, V.; Johnston, C. E.; 
MacVicar, W. D.; Mennie, J. A.; Parker, 
C. A.; Smyth, W. M.; Stewart, W. G. 


Granted Supplemental: Smith, W. N. 


OTTAWA 


Passed: Ardley, D. S.; Dale, W. G.; Day, 
F. S.; Fairfield, J. J.; Fortin, D. R.; Grant, 
J. C.; Hall, D. C.; Kettles, J. K.; LaRose, 
A. B.; Miller, J. W.; Morris, J. H.; Schultz, 
K. B.; Shouldice, R. C.; Sim, D. A.; Stin- 
son, D. B. 

Granted Supplementals: 
Heath, S. L.; Kirby, S. P. 


Capell, H. B.; 
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SAULT STE. MARIE 
Granted Supplementals: Lewis, G. H.; Mas- 
sicotte, T. W. 
SUDBURY 
Passed: Campbell, J. J. 


Granted Supplementals: Keegan, M. L.; La- 
rocque, L. L.; Stockdale, J. E. 


WINDSOR 
Passed: Allen, K. L.; Levi, J. E. 


Granted Supplementals: Hutchinson, D.; 
McLean, D. L. 


PRINCE EDWARD ISLAND 


Final 
Granted Supplementals: Manning, R. D.; 
McNeill, A. N. 


Primary 
Passed: Andrews, Lowell; Gray, R. W. 


QUEBEC 


Intermediate 


Prizewinners: Quebec Institute’s silver medal 
for the highest marks in the Province, and 
the Chartered Accountants’ Students So- 
ciety War Memorial prize for highest marks 
in Auditing — Hubert Roy Mercier. 


Lieutenant-Governor’s bronze medal and 
Institute prize for second highest standing 
in the Province — Clifford Bowles. 


Institute prize for third highest standing 
in the Province — Robert V. Binstead. 


Chartered Accountants’ Students Society 
War Memorial prize for second highest 
standing in the Province — Walter Mc- 
Nally. 

Passed: Amyotte, Joseph Lucien Rene; Bar- 
beau, Jean-Paul Adelard; Beach, Thomas 
George O'Neill; Belzile, Alain Richard; 
Bertrand, J. A. W. Jean; Bick, Harry; Bilo- 
deau, J. Pierre Donald; Binstead, Robert 
Victor; Bolduc, Joseph Hector Claude; 
Bowles, Clifford Ritchie; Burnet, Donald 
Scott; Callaghan, Clinton Cyril; Chiquette, 
Marcel; Cooper, Gerald Lawrence; Courey, 
Paul Michael; Cowley, Donald Keyworth; 
Demers, J. Gérard Marcel; DesRochers, 
Pierre; England, Charles Ronald; Filger, 
Stanley Sidney; Forget, Vianney; Gaud- 
reault, René-Claude; Gervais, Jean Serge; 
Ghirotto, Eddy; Gilmore, James Edward; 
Girard, J. Roland; Grant, Archibald Stanley 
Jt.; Guérin, Normand Raymond; Haberl, 


H. William; Howat, Norman D.; Jodoin, 
Jacques-André; Johnston, Norman George; 
Karpman, Sam; Kelly, Arthur Timothy; La- 
croix, Roger Ernest; Larocque, Pete; Le- 
blanc, Jean-Raymond; Magnan, Avila; Mar- 
leau, J-André Daniel; Massé, Jacques; Mc- 
Gee, John C.; McNally, Walter V.; Men- 
delzys, Mendel; Mercier, Hubert Raymond; 
Mongeau, Jean-Paul; Moscovitch, Herman; 
O'Neill, Hubert; Osborn, John Gordon; 
Paquin, Pierre-Paul; Pierce, Walter Stanley; 
Pilon, Jean; Pollock, Kenneth Stewart; 
Price, Hartland Lewellyn; Rho, Andre; 
Robineault, Gerard; Robinson, J. Emile; 
Rosen, Malcolm; Rosenbloom, Mike; Roy, 
J. Ovila Claude; Rudich, Morris Philip; 
Salvas, Joseph Lucien André; Saumier, Wil- 
frid A.; Schultz, Miss Margaret Charlotte 
M.; Segal, Martin; Simard, J-Maurice; Smith, 
Larry; St-Georges, Jean-Guy; Tabrett, James 
Gordon; Tindale, Richard Peter; Trahan, 
Gilles; Turgeon, Jean-Marc; West, Derek 
John; Williams, Richard Joseph. 


Final 
Prizewinners: Quebec Institute gold medal 
and prize — J. Maurice Tremblay. 


Lieutenant-Governor’s silver medal and In- 
stitute prize for the second highest stand- 
ing, and the Chartered Accountants’ Stu- 
dents Society War Memorial prize for the 
highest marks in Auditing — Henryk Galler. 
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Institute prize for the third highest stand- 
ing — Miss Jacqueline Paradis. 


Passed: Altenhaus, Joseph; Anderson, Henry 
Neil; Apse, Alfred; Arkell, William John; 
Armand, Pierre-Paul; Barrette, Roger Jean- 
Luc; Bolduc, Jean-Guy; Borts, Arnold; 
Brown, Murray K.; Buckley, John George; 
Burbidge, Miss Patricia Ann; Caron, Gilles; 
Caron, J.-Edmond-Lionel; Chouinard, Pierre; 
Clegg, Johnston Bertram; Courey, Georges 
R.; Courey, Jos. R.; Davidson, Duncan H.; 
Decary, Roger; DeVerteuil, Laurent Joseph; 
Ferrari, Albert; Foster, James Eric; Galler, 
Henryk; Garbacz, Henry Joseph; Gariépy, 
Pierre; Gingras, Léon-Paul; Gold, Maurice; 
Goldstein, Gordon; Grey, Jacob; Grigg, 
Ronald William; Grinton, Donald Peter; 
Grogan, John Mortimer; Guindon, Francois; 
Hamilton, Bernard Myles; Hannon, Henry 
John; Hersh, Morton; Hillen, James; Jan- 
sen, Ove Billeskov; Klar, Bernard Saul; 
Kozlov, Eddie; Lacourse, Louis; Lamarre, 
L. P. Bertrand; Leach, Gordon E.; Lemay, 
Adélard; LePatourel, Charles Barry; Lukach, 
Nicholas Michael; Luke, Peter Sydney Cam- 
eron; MacFarlane, John Francis; MacKin- 
non, Ian Malcolm; MacNaughton, Angus 
Athole; Maheu, André; Maheu, Raymond; 
Markland, Edward Brian; McLeod, George 
Stuart; McPherson, Walter; McTaggart, 
Lloyd George; Melancon, Laurent; Michaud, 
Raymond Horace; Miller, Philip; Moreau, 
Arthur Frederick; Paradis, Miss Jacqueline; 
Renaud, Joseph Albert Jean Paul; Roch- 
ford, Robert Buchanan; Rosen, Saul; Rosen- 
berg, Leonard Reevan; Ross, Peter Leger; 
Sherriff, James Allan; Singer, Ronald; Skul- 
ski, Roman; Smith, Herbert; Stilwell, Ken- 
neth Cameron; Sullivan, Joseph Harvey; 
Tokessy, Alexandre; Touchette, Marcel; 
Victor, Morton; Wallace, Michael Sydney; 
Warner, Harry Colin. 


McGill Licentiate Candidates: Birkett, Rich- 
ard Harris; Blauer, Haskeil; Bone, Michael 
Mayhew; Briggs, Edwin Manfield; Bush, 
Francis David; Butcher, Donald Weather- 
ley; Carpenter, George Samuel; Cherry, Ray- 
mond P.; Céte, Gerald; Dale, Harold 
Ingleby; Davis, Norman Robert; Duke, Wil- 
liam David; Eastman, Douglas Edward; 
Endman, Louis; Fairlie, John; Golt, Mel- 
ville David; Ham, Leslie Gilmer; Hughes, 


Kenneth Ross; Jamison, Gordon Campbell; 
Johnson, Denis; Karkofsky, Bernard; Ker- 
man, Mervin; Knubley, Peter Russell; La- 
vallee, Andrew Allan; Leroux, Edward 
Charles; Levine, Moses Rafai; Lloyd, Alwyn 
Davies; Malone, Joseph Gerald; McDiar- 
mid, William Burton; McKenzie, Geoffrey 
Gordon; McLaughlin, Walter Everett; Mil- 
ler, Morley B.; Mitchell, Harris; Noodel- 
man, Alfred; Orchin, Robert Kenneth; Pat- 
terson, Brian W.; Paul, Richard Corley; 
Poirier, Georges Armand; Potter, Calvin 
Cuthbert; Rohr, Martin; Smith, Maxwell 
Charles; Spindler, Herbert Oscar; Thomas, 
James Malcolm; Tilley, Dawson Herbert; 
Tremblay, J. Maurice; Zigby, Jean Paul. 


Faculté de Commerce de Laval Licentiate 
Candidates: Beaulieu, Gerard; Bergeron, Vic- 
torin; Chabot, Jacques; Chénard, Jean-Berch- 
mans; Comtois, Pierre; Daigle, Fernand 
Gaston; Doyon, Léo; Gagnon, André; Gau- 
thier, Jean-Yves; Ghislain, Hawey; Hebert, 
Charles; Kirouac, Raymond; Langlois, Guy; 
Leblanc, Georges-Henri; Marquis, Jacques 
Canac; Marquis, Lucien; Michaud, Léandre; 
Montreuil, Rene; Pelletier, Charles; Poulin, 
Jean-Claude; Rhéaume, Denys; Rhéaume, 
Noel-André; Riverin, Alphonse; Rouleau 
Roger. 


L’Ecole des Hautes Etudes Commerciales de 
Montréal Candidates: Beaudin, Guy; Boucher, 
André; Bourgoing, Jules; Camirand, Marcel; 
Castonguay, Bernard; Chouinard, Raymond; 
Deslauriers, Edmond; Dolbec, Georges; Du- 
charme, André; Gendreau, Pierre; Hotte, 
Georges-Henri; Houle, Roger; Lalonde, 
Bruno; Léveillé, Gilles; Loranger, Léon; 
Ouellette, Roger; Paquin, Pierre; Renaud, 
André; Richard, Francois; Rouleau, Ray- 
mond-Marie; Saint-Louis, Guy. 


Granted Supplementals: Adelstein, Irving; 
Anderson, John Herbert; Barrier, Harvey 
George; Bourgeois, Roger E.; Charette, 
Jacques; David, Maurice R.; Dorman, Peter 
Gordon; Doucet, Ls. Jos. Gilles; Eveleigh, 
Joseph Henry; Garber, Arnold Morley; 
Girard, J. G. Jacques; Golberg, Solomon 
Stanley; Gruman, Victor; Halfhide, Miss 
M. E.; Houston, Walter Stanley Fowler; 
Kolodny, Philip; Lafrance, Jean-Gilles; La- 
montagne, Joseph Samuel Edouard Marcel; 
Landry, Marcel; Layton, Douglas Desire; 
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Mandelcorn, Lenard; McMahon, Jean R.; 
Minshall, David H.; Neale, Ronald Clarke; 
Phillips, Victor Angelo; Ponton, Joseph 
Alfred Arthur; Provost, Joseph G. H. 
Roger; Rioux, Paul Aime; Rosen, Stanley; 
Roth, Norman; Shapiro, Ephraim; Shreve, 
Thomas Francis; Shulsinger, David; Tin- 
mouth, Edward Wm.; Tomkins, Alexander 
Robert; Tremblay, Joseph Ludger Robert; 
Wilson, Walter Porritt. 

McGill Licentiate Candidates: Gossage, Rob- 
ert; Hall, Robert Arthur; Hitzig, Ken; 
Logan, Harold M.; McGraw, Robert Lloyd; 
Mineau, P. André; Seguin, William Lloyd; 
Shiller, Marvin David. 


Faculté de Commerce de Laval Licentiate 
Candidates: Boulanger, Jacques; Bourg, Mar- 
cel; Charbonneau, René; Chouinard, Guy; 
Cloutier, Jean-Marie; Gastonguay, Pierre; 
Guillet, André; LaRoche, Raymond-J.; Le- 
mieux, Marcel; Lepage, Paul-Henri; Lortie, 
Roland; Marchand, Marcel; Martineau, M. 
Gilles; McKenzie, Jean-Guy. 


L’Ecole des Hautes Etudes Commerciales de 
Montréal Candidates: Cousineau, J. L,; 
Desmarais, Bernard; Leduc, Jean-Paul; 
Picotte, J.-Pierre; Préfontaine, Guy; Racicot, 
Roger; Raymond, Martin; Tremblay, Jean. 


SASKATCHEWAN 


Primary 

Prizewinner: Institute prize of $25 — Reg- 
inald Crone. 

Second prize of $15 — Donald B. Urquhart. 
Passed: Brennon, J. L.; Clark, E. B.; Crone, 
R.; Currall, W. A.; Elliott, V. A.; Joseph- 
son, I. F.; Krake, R. D.; Matus, E.; Mel- 
drum, R. J.; Reid, R. N.; Urquhart, D. B.; 
Wilde, J. P.; Wood, D. H. E.; Worms- 
becker, S.-J.; Wyatt, R. G. 


Intermediate 


Prizewinner: Institute prize of $25 — Jack 
Roe Morrow. 

Passed: Arscott, H. R.; Bean, A. W.; Gal- 
lant, R. N.; Heagy, C. E.; Morrow, J. R.; 
McFee, T. R.; Richards, R. B.; Rode, I.; 
Wolff, W. 


Granted Supplemental: Bundon, R. G. 


Senior 
Passed: Jackson, R. D.; Koehn, H.; Sax, T.; 
Schubert, W. K.; Sturgeon, L. W. 


Fina! 

Prizewinners: The James Neilson (an 
award for highest standing, conferred only 
when result is of outstanding merit), Wat- 
son Seller prize of $50 for highest marks 
in Auditing, and the Victor Ferguson Mem- 
orial prize of $50 for highest marks in 
Accounting — Peter Paul Herauf. 

Passed: Adams, A. F.; Beggs, D. C.; Ed- 
wards, W. H.; Ellis, K. A.; Gabora, G.; 
Gibson, D. G.; Gregory, T. H.; Herauf, 
P. P.; Hingley, D.; Luther, E. W.; Rich- 
man, M. H.; Schnurr, C. P.; Smith, R. L.; 
Walters, E. A.; Wickens, A. R. 
Granted Supplementals: Gilding, 
MacKay, C. M.; Weiers, R. J. 


We. Je 
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News from the C.I.C.A. 
ANNUAL MEETING PROGRAM COMMITTEE 


The Committee on Annual Meeting Pro- 
gram, under the joint chairmanship of 
Howard I. Ross, Montreal, and J. A. D. 
Craig, Toronto, met in Toronto on December 
8 to consider arrangements for the technical 
sessions of the 1955 annual conference as 
well as other features connected with the 
convention. Technical sessions for members 
will be held on September 12, 13 and 14. 
Convention headquarters will be the Royal 
York Hotel, Toronto. 


COMMITTEE ON ACCOUNTING AND 
AUDITING RESEARCH 


A meeting of the sub-committee, under 
the chairmanship of G. G. Richardson, was 
held on December 17 to consider the pro- 
gress on projects under way and the program 
for the balance of the 1954-55 year. The 
committee decided to organize meetings in 
Toronto and Montreal with representatives of 
the financial community to discuss in detail 
the new Bulletin No. 10. 


COMMITTEE APPOINTMENTS 


Two C.I.C.A. committees have been com- 
pleted and are composed as follows: 


Committee on Cooperation with Other Ac- 
counting Bodies: J. G. Glassco, chairman, 
Toronto; W. J. Macdonald, Winnipeg; G. E. 
Martin, Halifax; W. G. Smith, Regina; 
Lorn McLean, Vancouver; A. B. Shepard, To- 
ronto; Kris A. Mapp, Toronto; Jean Vali- 
quette, Montreal; Frank T. Denis, Montreal; 
H. P. Herington, Toronto. 


Committee on Annual Meeting Program: 
Howard I. Ross, chairman, Montreal; J. A. 
D. Craig, co-chairman, Toronto; Wm. Hog- 
ben, Ottawa; Roland Chagnon, Montreal; J. 
R. M. Wilson, Toronto; E. H. Banks, Tor- 
onto; C. L. King, Toronto. 
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ALBERTA 


Mr E. E. Farley, C.A. announces the open- 
ing of an office for the practice of his pro- 
fession at 4911 50th Ave., Camrose. 


Alberta Institute Presentation of Certificates 


The 23 successful candidates from Al- 
berta in the 1954 final examination re- 
ceived their certificates in presentation cere- 
monies in Convocation Hall at the Univer- 
sity of Alberta in Edmonton on January 7 
and in Mount Royal College in Calgary on 
January 8. 

Mr. J. Grant Glassco, president of the 
C.I.C.A., was in attendance at both func- 
tions, addressing the gathering in Edmonton 
and presenting the certificates in Calgary. 
Other guests, besides relatives and friends 
of the new members, included, at the Ed- 
monton function, Dr. Andrew Stewart, pre- 
sident of the University of Alberta, Mr. 
G. B. Taylor and Mr. A. D. Cairns, regis- 
trar and assistant registrar respectively of 
the university, and, at the Calgary function, 
Dr. E. P. Scarlett, chancellor of the Uni- 
versity of Alberta. Dr. Scarlett addressed 
the gathering in Calgary. 

A dinner and dance followed the cere- 
monies in both cities. 


BRITISH COLUMBIA 


Mr Frederick Graham, C.A. announces the 
opening of an office for the practice of his 
profession at 1446 Alberni St., Vancouver. 


NEW BRUNSWICK 


Messrs D. Reevey, C.A., A. G. Burnham, 
C.A., F. P. Blackmore, C.A., I. E. Laws, C.A., 
J. A. G. Page, C.A. and J. N. Burnham, 
C.A. announce the formation of a partnership 
for the practice of their profession under 
the firm name of Reevey, Blackmore, Burn- 
ham, Laws & Page, Chartered Accountants, 
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with offices at 167 Prince William St., Saint 
John, 787 Main St., Moncton, and 461 King 
St., Fredericton. 


New Brunswick 
Institute Honours New C.A.’s 


The New Brunswick Institute of Chart- 
ered Accountants paid tribute on January 
7 to its seven students who successfully 
passed the 1954 final examinations and re- 
ceived their C.A. certificates. Principal 
speaker at a congratulatory dinner and 
dance was Gerald E. Martin, 1st vice-presi- 
dent of the Canadian Institute. Other 
guests included Dr W. T. Ross Flemington, 
president of Mount Allison University, and 
Harris A. Joyce, mayor of Moncton. 

As announced elsewhere, Reginald J. 
Baker, Moncton, was top man in Canada 
of the 853 candidates who wrote this year’s 
final examinations and he will receive the 
Governor-General’s Gold Medal to be 
awarded for the first time at the C.I.C.A. 
annual meeting in September. 


NOVA SCOTIA 


Nightingale, Hayman & Company, Chart- 
ered Accountants, Halifax, announce the ad- 
mission to partnership of Messrs G. M. Mur- 
tay, C.A.. Dartmouth; H. V. Kelley, C.A., 
Halifax; and M. L. Pitman, C.A., Sydney. 


ONTARIO 
Ontario Students’ Association 


The Toronto Branch of the Chartered Ac- 
countants Students’ Association held a very 
successful dance at the Club Kingsway on 
December 1. Approximately 230 couples 
were present, a record for this annual af- 
fair. Among the guests of honour were 
the president of the Ontario Institute, Mr 
D. A. Ampleford, and Mrs Ampleford. 
During the evening presentation was made 
of the prizes won at the annual sports day 
held on June 17, 1954. 


The association held the second of its 
regular monthly meetings for the 1954-55 
season on December 14 in the lecture hall 
of the Chartered Accountants Building, To- 


ronto. The general manager of the Toronto 
Harbour Commission, Mr. E. Griffith, 
B.Com., presented a talk on the develop- 
ment of the Toronto Harbour Commission 
and covered the projected developments re- 
sulting from the building of the St. Law- 
rence Seaway. Despite the nearness of 
Christmas there was a turn-out of approxi- 
mately 70 students. Discussions and talks 
of this nature will continue to be a fea- 
ture of the association’s meetings through- 
out the present season. 


* * * 


Mr John Funk, C.A. announces the ad- 
mission to partnership of Mr William J. 
McGarvey, C.A. Practice of the profes- 
sion will be carried on under the firm 
name of Funk, McGarvey & Co., Chartered 
Accountants, with offices at 25 Academy 
St., St. Catharines, Ont. 


* * * 


Mr J. C. Saddington, C.A., announces the 
admission to partnership of Mr Robert G. 
Roe, C.A. Henceforth practice of the pro- 
fession will be carried on under the firm 
name of Saddington, Roe & Co., Chartered 
Accountants, with offices at 1 Stavebank 
Rd., Port Credit. 


* * * 


Benjamin Pape & Co., Chartered Account- 
ants, announce the admission to partnership 
of Messrs Theodore Sherman, C.A. and 
Oscar Fisher, C.A. Henceforth practice of 
the profession will be carried on under the 
firm name of Pape, Pape, Strom, Sherman 
& Fisher, Chartered Accountants, with of- 
fices at 220 Bay St., Toronto. 


* x * 


John J. Kidd & Company, Chartered Ac- 
countants, Oakville, announce the admis- 
sion to partnership of Mr A. R. Hitchcox, 
GA. 


QUEBEC 
Quebec Institute 


Mr George P. Keeping has been appoint- 
ed chairman of a special committee to or- 
ganize celebrations of the Institute’s 75th 
anniversary in the summer of 1955. 








News of Our Members 


Mr J. H. Gough, C.A. (Que.), has been 
appointed comptroller of Canadian Avia- 
tion Electronics Ltd., Montreal. 

* B * 

Mr Pierre Dupras, C.A. (Que.), has been 
appointed assistant divisional director of 
Excise Tax Audit of the Eastern Division 
with headquarters in Montreal. 

* * * 


Dr George Moller, D.Jur., C.A. (Ont.), 
R.I.A., has been the guest speaker at the 
meetings of several organizations. In Sep- 
tember he addressed the Controllers Insti- 
tute of America, Hamilton Control, on 
“Cost Reduction in the Limelight”. In 
November he spoke to the Niagara Chapter 
of the National Office Management Associa- 
tion on “Management of the Future”, and 
also delivered a lecture on “The Central 
European People”, one of a series spon- 
sored by McMaster University entitled 
“Peoples of Canada”. He has also just 
concluded a series of eight lectures on man- 
agement accounting for McMaster Univer- 
sity and is now giving the same series at 
the University of Toronto under the spon- 
sorship of the Society of Industrial and 
Cost Accountants of Ontario. 

* * * 


Mr Roland Chagnon, C.A. (Que.), has 
been elected a director and appointed a 
member of the executive committee of 
Cobra Industries Inc., of Quebec. 

* * * 

Mr Ronald Cliff, C.A. (B.C.), has been 
elected to the board of directors of The 
British Pacific Insurance Co., Vancouver. 

* ¥ * 


Mr W. H. Atkinson, C.A. (Alta.), has 
been appointed treasurer of United Oils 
Ltd., Calgary. 

* * x 


Mr Louis Richard, M.B.E., C.A. (Que.), 
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has been appointed president and general 
manager of Crown Assets Disposal Corp., 
Ottawa. 

* x * 

Mr Lactance Roberge, C.A. (Que.), was 
the recent guest speaker at a dinner meet- 
ing of the Montreal Institute of Investment 
Analysis. 

* * * 

St. Lawrence Cement Co. announces the 
appointment of Mr Georges Lachance, C.A. 
(Que.), as its chief accountant. 

* * * 

Mr Eric Fricker, M.C., F.C.A. (Ont.), has 
been appointed chief accountant of the 
Bank of Canada. 

* * * 

Mr William A. Arbuckle, C.A. (Que.), 
has been elected to the board of directors 
of the Bank of Montreal. 

* * * 

Mr J. R. Phillips, C.A. (Que.), has been 
appointed vice-president (finance) of Phil- 
lips Electrical Co. (1953) Ltd., Toronto. 

* * * 

Fred A. Lallemand & Co Ltd., Montreal, 
announces the appointment of Mr Jean- 
Noel Domey, C.A. (Que.), as its secretary- 
treasurer. 

* * * 

Mr James H. Turner C.A. (Ont.), has 
been elected to the board of the Peter- 
borough Chamber of Commerce. 

* * * 

Mr Frank J. Mair, C.A. (Alta.), has 

been appointed chief accountant of Hud- 


son’s Bay Oil and Gas Co. Ltd. 
* * * 


Mr W. M. Chamard, C.A. (Que.), has 
been appointed vice-president in charge of 
finance of Canadian Aviation Electronics 
Ltd., Montreal. 
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Letters from Readers 


Winnipeg, Dec. 20, 1954 


PRESTO! CHANGO! 


Sir: During a recent trip to the United 
States, I was struck with the variety of forms 
of advertising adopted there. I thought that 
the members of the Institute would be in- 
terested in the one below. 
has been changed. 


Only the name 






JOHN JONES 
Notary Public 
Public Typist 
Income Tax 







Magic — 
Tricks — 
Jokes — 






(Copy of sign over door of business office 
in U.S.A.) 


MILTON HOWARD, C.A. 


Phoenix, Ariz., Dec. 15, 1954 


SHAKESPEARE AGAIN 


Sir: “Was Shakespeare an accountant?” If 
so, he was a staunch champion of field work. 
The evidence? None other than these ring- 
ing words of Horatio, spoken in Hamlet: 

“, . . I might not this believe without the 

sensible and true avouch of mine own 

eyes.” 

As a new subscriber, I applaud Mr. John- 
ston’s article [see the November 1954 issue}. 
Variety such as here exemplified is the spice 
of any publication. 

May I also take this opportunity, on be- 
half of The Journal of Accountancy, to re- 
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turn Practitioner Forum Editor Geoffrey H. 
Ward’s official salute and best wishes to the 
new Forum column of the Journal. ["Wel- 
come, Cousin”, September, 1954}. 

It was a great pleasure to meet Geoffrey in 
New York last October. No, we did not 
determine definitely if Shakespeare was an 
accountant because our discussion was devoted 
entirely to ways and means of extracting un- 
mined veins of Shakespeare from today’s po- 
tential Forum contributors! 


DIXON FAGERBERG, JR., C.P.A. 
Editor, The Practitioner's Forum 
The Journal of Accountancy) 


Toronto, Nov. 24, 1954 


A “CHEQUE FORM” QUERIED 

Sir: The Municipality of Metropolitan To- 
ronto makes payments to jurors, witnesses, 
and others on behalf of the Province of On- 
tario in connection with the administration 
of justice. The “cheque form” used for this 
purpose raises a number of interesting ques- 
tions. 

The form consists of two attached sections, 
referred to as the “cheque” and the “re- 
ceipt”. The “cheque” has no unusual feature 
on the face but on the back the following 


appears: 


Two ENDORSEMENTS REQUIRED 


sign here 
NOTICE TO PAYING BANK 


Both endorsements necessary to com- 
plete acknowledgement of payment of 
this cheque. 








100 


The “receipt portion of this document repeats 
these same words with the admonition “Do 
Not Detach”; on the other side is a statement 
of the number of dollars involved in the 
transaction, and two sets of words: 

“Received from the Treasurer of the 
Municipality of Metropolitan Toronto the 
amount described herein as per endorse- 
ment of payee on reverse side of this 
receipt form”, and, 

“To complete acknowledgement of pay- 
ment, both cheque and receipt must be 
endorsed”. 

Several questions come to mind: 
1. Is this “cheque” a negotiable instrument? 
2. Is the phrase “Two Endorsements Re- 
quired” ambiguous or misleading? 


Obituaries 


William A. Morrell 
The Institute of Chartered Accountants 
of Prince Edward Island announces with 
deep regret the death of William A. Mor- 
rell in his 64th year. 


Born at Tryon, Prince Edward Island, 
Mr. Morrell spent most of his life in Am- 
herst, Nova Scotia. He served overseas it: 
World War One, was a member of the 
Amherst branch of the Canadian Legion and 
had recently received the 25-year badge of 
this organization. He was president of the 
firm of Morrell & Company for many years 
and later sold his interests to H. R. Doane 
& Company with whom he remained in an 
advisory capacity. He was made a Fel- 
low of the Prince Edward Island Institute 
of Chartered Accountants in 1948 and was 
also a member of the Nova Scotia and 
New Brunswick Institutes. He had been 
made a life member of each of these In- 
stitutes. He had served on their councils 
for some years and was also a vice-president 
of the Canadian Institute of Chartered Ac- 
countants. 





To his widow and family, the members 
of the Institute extend deepest sympathy in 
their bereavement. 





The Canadian Chartered Accountant, February, 1955 


3. Of what value, if any, is a receipt of this 
kind? 


4. If such a receipt has value, is this sufficient 
to warrant the considerable expenditure 
of time and materials by drawer, drawee, 
payee, (and in this case a fourth party, 
the Province of Ontario) which is re- 
quired to secure and make use of a re- 
ceipt for all payments? 


5. Are there no procedures whereby more 
effective control over such expenditures 
can be achieved at less cost? 


S. G. HENNESSEY, C.A. 

Associate Professor, 

Institute of Business Administration, 
University of Toronto 


John E. Wolfraim 
The Institute of Chartered Accountants 
of Ontario announces with regret the un- 
timely death on December 31 of John E. 


Wolfraim of Toronto and Oakville in his’ 


33rd year. He collapsed while pushing his 
stalled car and died of exposure. 


Mr. Wolfraim was born in Toronto and 
lived in Kitchener as a youth. He gradu- 
ated in Commerce and Finance from the 
University of Toronto and enlisted in the 
Royal Canadian Corps of Signals during 
the Second World War. Leaving the army 
after the war with the rank of captain, he 
became a student-in-accounts with Clark- 
son, Gordon & Company in 1949. For the 
past two years he had been with the Con- 
sumers Gas Company of Toronto and only 
a month ago had been appointed treasurer. 

To his wife and four children the mem- 
bers of the Institute extend their sincere 
sympathy. 


Ernest Cardinal 
The Institute of Chartered Accountants of 
Quebec announces with deep regret the 
death of Ernest Cardinal in Montreal on 
November 22, 1954. 

















Obituaries 


Mr. Cardinal was born in Montreal and 
studied at Il’Ecole des Hautes Etudes Com- 
merciales de Montreal. He was admitted to 
membership in 1946, as a member of the 
Corporation of Public Accountants of the 
Province of Quebec. 

Mr. Cardinal practised his profession 
alone until 1954 when he formed a part- 
nership with Mr. Joseph Allaire. 

The members of the Institute extend to 
his family sincere sympathy in their great 
loss. 


Edward C. Baker 


The Institute of Chartered Accountants of 
Quebec announces with deep regret the death 
of Edward C. Baker in Montreal on De- 
cember 9, 1954. 

Educated in Montreal, Mr. Baker prac- 
tised his profession from 1910 until he re- 
tired in 1952. He was admitted to mem- 
bership in the Institute in 1946, as a member 
of the Corporation of Public Accountants 
of the Province of Quebec. 

Mr. Baker was a keen sportsman and 
an ardent fisherman. He was a founder of 


the Red Pine Fish and Game Club Inc. 
and one of the original members of the 
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Anglers’ Association of the Province of 
Quebec. 
To his family the members of the Insti- 


tute extend their sincere sympathy. 


Charles Percy Roberts 

The Institute of Chartered Accountants 
of Ontario announces with regret the death 
of Charles Percy Roberts at St. Joseph’s 
Hospital, Toronto, in his 70th year. 

Mr. Roberts was born in Paris, Ontario 
and commenced his business career with 
Penman’s Limited. Later he went to Al- 
berta to enter public accountancy first in 
the employ of C. E. Race and then on his 
own account. He passed the intermediate 
examination of the Manitoba Institute in 
1911. Returning to Ontario in 1916 he 
joined the firm of Edwards Morgan & Com- 
pany and was with them until obtaining 
membership in the Ontario Institute in 1919. 
Again entering practice he became senior 
partner of J. P. Langley & Company and 
remained with this firm until his retirement 
in 1949. He was elected a Fellow of the 
Institute in 1934. 

To his wife the members of the Institute 
extend their sincere sympathy. 
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By Gertrude Mulcahy, B.A., C.A. 
The C.I.C.A. Research Department 


DEPRECIATION 





our expanding economy of today 

when many businesses have heavy 
investments in fixed assets, the subject of 
depreciation has assumed considerable 
importance. For the most part, the 
management of Canadian companies 
have recognized the fundamental prin- 
ciples of the problem. Taking into con- 
sideration the existing circumstances and 
future possibilities of their particular 
business, they have arrived at deprecia- 
tion policies which they believe to be 
sound and reasonable. However, wide 
deviations from the basic accounting 
concepts of depreciation have occurred 
in some instances as a result of the prob- 
lems of the changing value of the dol- 
lar, Income Tax Regulations, and peculi- 
arities or complexities of particular in- 
dustries. 


Although 98% of the 1952 financial 
statements analyzed referred, in one way 
or another, to the annual charge for de- 
preciation, the actual significance of this 
item was not always clear, 2nd few com- 
panies disclosed the actual method used 
in calculating this provision. 

Under the basic concept of deprecia- 
tion accounting the annual charge to 
operations is determined by making an 
orderly allocation of the cost of the fixed 
assets, based upon their estimated use- 
ful service life, to the respective fiscal 
periods. It should not be interpreted as 
reflecting the physical deterioration or 
decline in value of the fixed assets oc- 
curring within the year. Excerpts from 
published 1952 financial reports have 
been selected to indicate some of the ap- 
parent misconceptions of depreciation. 


OMISSION OF ANNUAL PROVISION FOR DEPRECIATION 


Depreciation is just as much a cost 
of business operations as expenses such 
as labour, material, and supplies. The 
extent to which depreciation is reflected 
in the accounts of a company should 
not depend upon the results of opera- 
tions. Depreciation may be related to 
the volume of output, but not solely to 
the amount of the profit or loss. 

It is apparent from examples 1 and 2 
that such interpretation of depreciation 


is not accepted by all. An examination 
of the 1952 and prior years’ financial 
statements of the company referred to 
in example 1 discloses that the manage- 
ment have apparently omitted the annual 
charge for depreciation in those years in 
which the company suffers a loss in op- 
erations. It is clearly stated that no 
provision has been included in the ac- 
counts for the 1952 year, but no indi- 
cation is given of the reasons for such 
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a procedure and of its impact on the 
net results from current operations. It 
is therefore impe=:ibie for a reader to 
arrive at an informed opinion as to the 
amount of the loss for the year. The 
auditor's report contained a qualification 
because of the omission of the charge for 
depreciation, but did not indicate the 
amount of the depreciation so omitted. 
On the other hand, in example 2 the 
management set out what the annual 
charge for depreciation would have been 
at the company’s normal rates. Such 
disclosure enables the reader to deter- 
mine what the net result of the current 
operations would have been had all the 
elements of cost been taken into the com- 
pany’s accounts. By way of explanation 
of the deletion of depreciation from the 
costs of operations, the directors have 
pointed out that depreciation of $336,- 
000 had been written in excess of the 
company’s normal rates in 1949 and 
1951. In other words, in order to avoid 
reporting a net loss of $484,000 in cur- 


rent operations, recognition has been 
given to the overstatement of profits in 
prior years as a result of changes in the 
company’s depreciation policy from year 
to year. The excess referred to repre- 
sents the additional depreciation allow- 
able under Income Tax Regulation 
1100(4) over and above the deprecia- 
tion calculated at the company’s normal 
rates, which was taken into account in 
determining the net results of operations 
in 1949 and 1951. Since the excess de- 
preciation is shown as a separate item in 
the statement of profit and loss in 
each of these years, the change in basis 
was clearly disclosed to the reader. The 
auditor made no mention in his report 
on the 1949, 1950, and 1951 financial 
statements as to the change in basis of 
computing depreciation. The auditor's 
qualification in the 1952 report does not 
(except by implication) give an indi- 
cation of the auditor's opinion on the 
omission of one of the costs of opera- 
tions. 


Example 1 


In Directors’ Report 
Depreciation 


No depreciation has been provided in the accounts for the year. 


Note to Statement of Income and Expenditure 
No provision has been made for depreciation of fixed assets during the year 1952. 


(Reported net loss — $482,493) 


In Auditor’s Report 


Subject to no provision having been made for depreciation of fixed assets in 1951 


SOE) 1952'S OUL OPUMON 55. 5c2c8icsesscovsesiscssaressaies 


Example 2 


In Directors’ Report 


No provision for depreciation of plant (which at normal rates would have amounted 


to $296,000) was provided for during the year 1952. 


However, depreciation totalling 


$336,000 was written in excess of the Company’s normal rates in the years 1949 and 1951. 


Note to Statement of Profit and Loss 
No depreciation was provided in 1952 which at the company’s normal rates would 

have amounted to approximately $296,000. 
(Reported net loss — $188,288) 
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In Auditor’s Report 


The Canadian Chartered Accountant, February, 1955 


As noted on the statement of profit and loss, no allowance for depreciation was 
made during the year, and subject to this in Our OpiMiON ...0.0.............ccccceeescesceeeseseeeeeees : 


DEPRECIATION AND REPLACEMENT OF FIXED ASSETS 


The concept that depreciation repre- 
sents a fund of cash or liquid assets set 
aside specifically for the purpose of re- 
placing the fixed assets at the end of 
their useful life is still accepted by 
some. Objections can be raised against 
such an interpretation on the grounds 
that depreciation accounting is concerned 
with the allocation of costs and not with 
the problem of fixed asset replacement. 
In addition, while the inclusion of de- 
preciation in current operating costs 
could result in the retention in the busi- 
ness of funds which might otherwise 
have been paid out as dividends, there 
is generally no requirement that such 
provisions should be set aside in cash. 

In commenting on the current provi- 
sion for depreciation included in the 
1952 financial statements, the manage- 
ment of the companies referred to in 
examples 3, 4, and 5 indicate that, in 
their opinion, there is a definite corre- 
lation between depreciation and the re- 
placement costs of fixed assets. In 
example 4 it is apparent that depreciation 
allowances are assumed to provide funds 


to meet current replacements and im- 
provements. Example 5 differs in that 
the depreciation provision taken into ac- 
count in arriving at the net results of 
current operations includes a specific 
amount appropriated to provide for the 
ultimate replacement of fixed assets. 
Therefore, the figure “Depreciation Re- 
serve’, which is deducted from the fixed 
assets on the balance sheet, includes the 
accumulation of such appropriations as 
well as annual charges to operations for 
depreciation based on the cost of the 
fixed assets. The auditor in this case 
did not comment upon the inclusion of 
this item described in the financial state- 
ments as “depreciation”. While it is 
quite in order for a company to make 
periodic appropriations to provide for 
the ultimate replacement of the fixed as- 
sets, such amounts should not be describ- 
ed as depreciation and should not be in- 
cluded in determining the net profit for 
the year unless a replacement theory of 
depreciation can be substituted for the 
principles based on cost allocation. 


Example 3 


In Directors’ Report 


Fixed Assets were depreciated by $227,834 as compared with $195,008 in the year 


1951. 


Owing to the rising cost of replacements, present depreciation allowances for tax 
purposes are inadequate to meet the requirements of heavy capital expenditures for 
modernization and replacements and it is, therefore, expedient to carry forward increased 


amounts to Earned Surplus. 
(Reported net profit — $673,609) 


Example 4 


In Directors’ Report 


DEPRECIATION The year’s provisional [sic] of $595,045.14, being an increase of 
$31,355.13 over a year ago, constituted a heavy charge upon operations. 
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Such charges, however, cannot be avoided if the Company’s plant and delivery 
equipment are to be maintained at a high degree of efficiency. 

Operating close to one thousand sales routes, most of them motorized, means 
a major expense annually for replacements; also new equipment must be added to 
plants from time to time in order to ensure economy of operation and protection 
for the narrow margin of profit on sales. 


FINANCES All capital expenditures were paid for out of depreciation reserves and 
current earnings, without it being necessary to sell any of the Company's market- 


able securities. 


CAPITAL EXPENDITURES For the full year expenditures on Capital Account 
amounted to $804,000.00, exceeding depreciation reserves by $209,000.00. 


(Reported net profit — $451,649) 


Example 5 


In Directors’ Report 


In the provision for depreciation of $1,559,542 set aside out of current earnings 
there is included an amount of $300,000 to provide for substantially higher cost of re- 


placements. 
(Reported net profit — $4,694,305) 


IMPACT OF INCOME TAX REGULATIONS RE CAPITAL COST ALLOWANCE 


Income Tax Regulations of recent 
years have had considerable effect on the 
net profits reported by many Canadian 
companies. In order to be able to claim 
maximum capital cost allowances for 
tax purposes a great many’ companies 
changed their method of computing de- 
preciation after 1948. Generally ac- 
cepted principles of depreciation ac- 
counting have had to compete with In- 
come Tax Regulations. What was once 
considered a fair and reasonable basis 
of computing depreciation was abandon- 
ed by some companies under the pressure 
of obtaining current tax relief. 

The management of the company re- 
ferred to in example 6 has set out all 
information required to assess the true 
impact of the change in depreciation cal- 
culation on the results of current opera- 
tions. A reader of the financial state- 
ments is therefore able to determine the 
trend of the company’s earning power. 
The change in basis of calculating de- 
preciation has had a material effect on 
the reported net profits of this particu- 


lar company. If the company had con- 
tinued to provide depreciation on the 
basis normally used, the net profit for 
1952 would have been $4,658,395 in- 
stead of $1,826,395. However, the in- 
come tax payable under the old proced- 
ure would have been $4,983,000 as 
against the actual provision of $1,915,- 
000. The company has, therefore, effect- 
ed a reduction of $3,068,000 in taxes 
payable. In this particular case the au- 
ditor made no comment on the account- 
ing inconsistencies in the preparation of 
the 1952 financial statements. Because 
the results are so adequately disclosed, 
the auditor undoubtedly felt that any 
comments would have been superfluous. 

Example 7 illustrates another method 
used by Canadian companies to disclose 
the effect of charging maximum allow- 
ances for tax purposes. Under this pro- 
cedure only the depreciation calculated 
on the company’s normal basis has been 
taken into account in determining the 
figure called “‘net income’ for the year. 
The excess depreciation together with the 
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reduction in taxes is included as an 
adjustment of this figure in the earned 
surplus account. This company has fol- 
lowed this procedure since 1950 and 
there was no change in the depreciation 
method in 1952. 


In contrast, the disclosure of example 
8 does not lend much assistance to a 
proper understanding of the depreciation 
charge in the financial statements. The 
general remarks included in the directors’ 
report do not indicate whether there has 
been an actual change in the basis of 
computing depreciation. 

The company from whose financial re- 
port example 9 was taken evidently con- 
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tinued to record depreciation on the com- 
pany’s usual basis even though a portion 
of the charge was not currently allowable 
for tax purposes. The directors have 
shown clearly in their report that por- 
tion of the current depreciation provision 
which is not an allowable expense in 
computing income taxes. This is but 
one example of Canadian companies that 
have adhered to policies which they had 
established as appropriate in their own 
particular circumstances rather than 
adopting the rules laid down by the 
taxing authorities for purposes of taxa- 
tion. 


Example 6 


In Directors’ Report 


The charge for depreciation last year 


(1951) of $3,954,190. was increased to 


$8,830,200., maximum permissible under Government regulations, leaving net fixed assets 
as shown at $19,193,846. Note (1) on page 4 shows that in using maximum depreciation 
rates, net profit for the year was reduced by $2,832,000. 


In Statement of Profit and Loss 
Notes: 


(1) Depreciation for 1952 of $8,830,200 was provided at the maximum rates permitted 


under income tax regulations. 


This exceeds by $5,900,000 the depreciation com- 


puted on the basis normally followed by the Company and had the effect of 
reducing net profit for the year by $2,832,000. 


(Reported net profit $1,826,395) 


(Current Income tax provision $1,915,000) 


Example 7 


In the Directors’ Report 


Your Company continued the policy of taking the maximum Depreciation authorized 


by Income Tax Regulations. 


The Excess Depreciation, with the adjustment for reduced 


Income Taxes, is reflected in Surplus Account. 


In Revenue and Expenditure Account 
Depreciation $68,709 


In Earned Surplus Account 


Balance ist January, 1952 .................. 


Ada: 


Net income for the year 


Deduct: 
Special Depreciation 


Less: Tax Savings thereon ............ .......... 


$509,910.10 
eat $136,473.80 


$58,246.36 


26,466.49 31,779.87 $104,693.93 
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Example 8 


In Directors’ Report 
The 1952 provision for depreciation represents the maximum amount allowable under 
current income tax regulations. 


In Statement of Profit and Loss a 
Provision for depreciation on building, machinery and equipment and 

Dre a ang I NR apd Sh 2s ccatcascisvuaawaainvcon ¥en) Fodteavsbsstesteesudesoeaaen $169,222 
(Reported net profit $238,691) 


Example 9 


In Directors’ Report 

Provision for depreciation amounted to $71,000 compared to $66,000 (depreciation 
allowable as an operating expense for tax purposes amounted to $18,000 for the 1952 
fiscal year, the balance of depreciation provided being taxable). 


(Reported net profit $96,007) 


VALUE OF COMPANIES’ PROPERTIES 


“The capital assets of the companies are carried in the balance sheet sub- 
stantially at cost. Against this cost the companies have provided depreciation 
reserves of $6,353,676 equivalent to 50.1% of the cost of the assets. Deprecia- 
tion is being provided on a basis by which the cost of each asset will be written 
off over its expected useful life. In following this accepted accounting principle 
the companies have, of course, taken more depreciation than would be neces- 
sary if they were merely reflecting the loss in value to date. At the same 
time the replacement value of the assets today is very much greater than their 
cost. For both of these reasons, it will be recognized, the actual value of the 
properties used by the companies is very much greater than that shown in 
the consolidated balance sheet. An appraisal was made for insurance purposes 
as of March 31st, 1950, and the results were shown in the Annual Report of 
two years ago, and at that date the appraised value was $5,818,179 in excess 
of the net value at which the properties were carried in the balance sheet. Since 
then replacement costs have increased still further and while no appraisal has 
been made this year it is altogether likely that if an appraisal were made on 
the same basis the difference would be substantially greater. 

“It will also be recognized that in following the generally accepted practice 
of accounting for fixed assets in terms of their original cost a very much 
lesser charge for depreciation is made against the profits for the year than 
would be the case if depreciation were based on the values of the properties today.” 


—Extract from 1952 Annual Report, 
Silverwood Dairies Limited 
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NOTES AND COMMENTS 


matter which seems to give stu- 

dents difficulty is the conversion of 
a percentage on cost to a percentage on 
selling price — or vice versa. Accord- 
ingly we were pleased when a student 
recently sent to us a formula which he 
had found helpful for this purpose. His 
formula is, 


100.G 
~ 100—G 
where, M = “mark-up per cent” (i.e., 
the percentage on cost) 
and G = “gross profit per cent” (i.e., 
the percentage on selling price). 
* * * * 


One or two examples of the applica- 
tion of the formula may be helpful. 
(1) Suppose the gross profit is 20% of 

sales, find the mark-up percent on 


cost. 
Here, G = 20% 

100 x 20 : 
and M = 100 — 20. = 25%. 


(2) Suppose that head office charges 
shipments to its branch at cost plus 
10%. Branch is charged with $2,- 
310,000 for shipments. What is 
the cost of the merchandise ship- 
ped? 


This time we know M = 10 


100.G 


fi ————- = 10 
Therefore, 100 —G 


100.G == 1,000 — 10.G 
110.G = 1,000 


G 100 ‘ 
a per cent. 


Converting G from a percentage to a 
fraction, 
G = 1/11 of selling price (or price 
charged to branch, in this 
case) 


Price charged to branch ........ $2,310,000 


MO PN ech sige dasussic vee 210,000 
RSE: i, cask, aS ass 1. 2,100,000 


SOLUTION TO LAST MONTHS’ PUZZLE 


Method I (for those with “‘a taste for elegance’’) 
Let “x” be the number formed by the unknown digits 


Then the original number is 10x + 1 
and the new number is 100,000 + x. 
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Then, 
10x + 1 = 3(100,000 + x) 
7x = 299,999 
x = 42,857 


The original number was 428,571 


Method II (for those who “prefer circumlocution to elegance’’) 
The problem may be set up as follows: 


The right-hand digit in the multiplicand must be “7” since no other digit, multiplied 
by 3, will produce a product ending in “1”. The next digit in the multiplicand must be 
“5" since this is the only digit which, when multiplied by 3 with 2 to carry will produce 
a result ending in “7". (At this stage it is considered by some to be good mathematical 
form to murmur “and so on” with a debonair demeanour.) 


PUZZLE 


A company, which pays income tax at 15% of the profit before charging the 
the normal rates of 20% and 49%, bonus and tax. How much was the 
gives its managing director a bonus of bonus? 

25% of the net profit after charging (Submitted by Mr. A. A. C. Harris, 
bonus and tax. The bonus this year, C.A., Victoria, B.C.) 
calculated as above, amounted to exactly 


THE TWO STUDENTS 
By W. D. Turner' 


Many years ago there were, in the office of the Wise Man of Accounts, two 
students. 

And of these students the one was deep, and ran quietly like a large river; 
but the other was shallow, and made a great noise like a small stream, babbling 
and jumping and sparkling. 

And the deep student was to the Wise Man of Accounts as a dutiful son, 
for he aided him in his labours; but the shallow student was as a branch bearing 
many thorns, that the Wise Man of Accounts had grasped unwittingly. 

Now as the days passed, the time drew near when the students should lay 
before a gathering of Wise Men such wisdom in accounts and other matters as 
they had gleaned. 

And the deep student sat him down and communed with Wise Men and wrote 








1 From The Accountants’ Magazine, reprinted in The Canadian Chartered Accountant, Novem- 
ber 1929, pages 190-192. The following footnote appeared with the article: “The manu- 
Script of this contribution was found in a centuries old file discovered in the tomb of one 
Seeay, a Wise Man of Accounts. Apart from the age-old truths contained in this docu- 
ment, it is of interest as showing the antiquity of accountancy as a profession. The trans- 
lation of the original manuscript was carried out under great difficulties, between summations.” 
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much, and read from the writings of Wise Men; and as the day drew near his 
mind was stored with knowledge. 

But the shallow student did not so, for he said unto himself: “Why should 
I that am so clever, require this labour to satisfy this gathering of Wise Men?” 

And he was filled with conceit, and went not with the deep student to commune 
with the Wise Men. 

And he laughed at the deep student, saying: “Waste not thy time thus. Come 
with me. Youth is but once and soon we are old.” 

But the deep student turned a deaf ear to him and went on his way. 

And again the shallow student spake unto the deep student, saying: “Old 
man, this night have I secured two maidens that dance divinely, and of such beauty 
that a man’s eyes are dazzled. They go with me to the House of Night, where there 
is laughter and song and dancing. 

“How can I that am but one, dance with two maidens? Come with me, there- 
fore, and thy heart shall be filled with joy, and thou shalt forget for a space the 
errors of Actuarial Formulae.” 

The deep student looked at him and replied: “Not so shalt thou satisfy the 
gathering of Wise Men. Send the maidens to their fathers, and after the fatal day 
has passed, surely shall I go with thee to the House of Night.” 

But the shallow student heeded him not, and went with the two maidens to 
the House of Night. 

And in the morning he entered the office after the hour appointed, creeping 
in with a wary step and a heavy head. 

And the Wise Man of Accounts saw him enter but said naught; for he knew 
that words are wasted on a branch of thorns that pricks the fingers. 

And the shallow student in his conceit thought that he was clever and that 
the Wise Man of Accounts had not seen him. 

Soon it was the eve of the day upon which the students should lay their store 
of wisdom before the gathering of Wise Men. 

And the deep student was calm, for he knew that his gleanings of knowledge 
had been thorough. 

But the shallow student was as a cork cast upon the waters, tossed hither and 
thither by his doubts and fears; for now that the fatal day was at hand he had 
lost faith in his own wit. 

And so it came to pass that the store of wisdom laid before the gathering 
of Wise Men by the deep student was deemed by them to suffice. 

But the scattered gleanings of the shallow student angered them, and they 
plucked him, and ploughed him, and harrowed him. 

And when the Wise Man of Accounts heard of the success of the deep 
student, he called him unto him, saying: “In that thou hast been a help to me in 
my labours, and hast proved thyself of worth, thy wage shall henceforth be worthy 
of thy labours.” 

But to the shallow student he spake not, and bided his time. 

And as the months passed the shallow student mended not his ways; and in 
due time he again presented himself before the gathering of Wise Men. 

A third and fourth time he did this, and each time he was plucked, and 
ploughed, and harrowed. 

And in the shallowness of his mind he said unto himself: “The Wise Men 
are fools.”” For in his conceit he knew not that he was the fool. 
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And he communed with himself and went unto the Wise Man of Accounts, 
saying, “Sir, I do not desire to become a Wise Man of Accounts, for I do not find 
the work of interest.” 

And the Wise Man of Accounts heard him, and rejoiced inwardly, saying: 
“No more shall this branch of thorns prick my fingers.” 

So the shallow student went from the office of the Wise Man of Accounts, 
and knowing nothing, found himself after many years but a clerk dealing with 
the handling of merchandise for transport by ships. 

But the deep student stayed with the Wise Man of Accounts and held to his 
studies, and in time he himself became a Wise Man of Accounts. 

And he was trusted by the merchants and others that he dealt with, and after 
the passage of a few years the Wise Man of Accounts, knowing his worth, called 
to him and gave unto him a share of his office and the earnings thereof. 


CORRESPONDENCE 
RB PUZZLE APPEARING IN THE that the distance from its equator to the 
OCTOBER 1954 ISSUE band is constant. What is that dis- 
Edmonton, Alberta tance? 


2. Same problem with a ball of radius 2% 
trillion miles. In all cases, it incredibly 
would seem that: 

Cc, — ¢, = 12 inches 
(2er,) — (2nr,) = 12 inches 
fr, — 1f, = 1.91 inches. 


Sir: Perhaps G.C.W. of Montreal can an- 

swer the following puzzles: 

1. Taking a ball of radius twelve inches, 
place a band about it at its equator so 
that it fits perfectly. Then break the 
band and add another 12 inches to it. 
Now the ball is suspended inside it so A. M. KEROACK 


PROBLEMS AND SOLUTIONS 


Solutions presented in this section are prepared by qualified accountants and reflect 
the personal views and opinions of the various contributors. They are designed not as 
models for submission to the examiner, but rather to provide such discussion and ex- 
planation of the problems as will make their study beneficial. The editor will welcome 
discussion of the solutions published. 


PROBLEM 1 
Final Examination, October 1953 
Accounting III, Question 5 (10 marks) 


The F School Board, on approval of the proper authorities, arranged to finance the 
construction of a new wing to the school by an issue of 5% 20-year bonds of a par 
value of $200,000. On 30 Oct 1951 bonds of a par value of $150,000 were sold for 
$156,000. 

A construction contract, with an estimated cost of $180,000, was signed on 27 Oct 
1951 and work commenced. 

The new addition was completed early in June 1952 at a total cost of $198,000. 
The excess of expenditures over cash received from the sale of bonds was borrowed 
temporarily from the current fund. 

On 30 July 1952 the remaining bonds were sold for $48,000 plus interest accrued 
since 30 Apr. Repayment was made of funds borrowed from the current fund. Ac- 
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cording to the terms of issue, a sinking fund for the redemption of the bonds was to be 
set up by annual appropriations from the current levy. 

The funds so appropriated were to be invested in authorized bonds, at the discretion 
of the school board. Income earned thereon was to be retained in the sinking fund. 

On 30 June 1952 and 30 June 1953, the fiscal year ends, $6,716, the amount required 
under the terms of the bonds, was transferred to the sinking fund and subsequently 
invested by the school board. Interest in the amount of $250 was received from the 
investment during the year ended 30 June 1953. Accrued interest thereon as at 30 June 
1953 amounted to $15. 

The interest on the bonds, payable semi-annually on 30 April and 30 October, is to 
be paid out of current levy. 

Interest payments due on 30 April and 30 October were paid when due. 
Required: 

Set out the section or sections of the balance sheet of the F School Board relating to 
the new addition and financing thereof as at 30 June 1952 and 1953. 


A SOLUTION 
X SCHOOL BOARD 
BALANCE SHEET 30TH JUNE, 1952 








ASSETS LIABILITIES 
Current Fund 
Advances to capital fund ........ $ 42,000 Bank overdraft oo... $ 42,000 
$ 42,000 $ 42,000 
Sinking Fund 
ER ELON oes Sscceateancence $ 6,716 Sinking fund reserve ................ $ 6,716 
$ 6,716 $ 6,716 
Capital Fund 
Building _............. ree eve $198,000 Advances from current fund .... $ 42,000 
RORUS PAGES ccspicicesecise cect .. 150,000 
SCROTAL BYES. nice ccesecsssecsscononess 6,000 
$198,000 $198,000 
X SCHOOL BOARD 
BALANCE SHEET 30TH JUNE, 1953 
ASSETS LIABILITIES 
Sinking Fund 
Cash in Bank 20.0... $ 6,966 Sinking fund reserve ................... § 13,697 
PACCRERAITERE css. cen scsccsccsiniss 15 


Investments, at cost 6,716 





$ 13,697 





$ 13,697 








ao a= & 
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Capital Fund 
ReMM IN NING 3: scsisesr tee § GO00 Bonds payable <....560.)..c0 cc. $200,000 
SUMS She sete ce teceenes 198,000 Capital surplus oo... 4,000 
$204,000 $204,000 


Examiner’s Comment 


The most common error was a failure to treat the sinking fund reserve as a reserve. 


PROBLEM 2 
Final Examination, October 1953 
Accounting Ill, Question 6 (15 marks) 

A, B and C entered into partnership on 1 Jan 1949 and invested $25,000, 
$32,000 and $4,000 respectively in the partnership. Profits and losses were to be divided: 
A: B: C: — 3: 4: 2 after allowing for annual salaries, to be paid in cash each year, to A, 
B and C of $10,000, $9,000 and $8,000 respectively. 

The partnership agreement provided that life insurance policies of $50,000 were 
to be taken out on the lives of each of the partners and that premiums be paid by, 
and proceeds be paid to, this partnership. 

The net profit after salaries for 1949 was $4,500. The drawings in addition to 
salaries for the year ended 31 Dec 1949 were: 


PORN eRNIR IA sg oe acesslan ese) sss asacean thessdie bess sassntses $2,000 
POR Poses 20 Wiek. dacygscschn’ sateaseeuecssnsccsieaaes 3,000 
MD RO RN rt es orens pis Activ tieeneed nen ccicoseeceetsenccndhds 8,000 


On 31 Dec 1949 C died and under the terms of the partnership agreement the 
remaining partners carried on the business. The amount due to C’s estate was paid in 
due course out of the partnership funds. 

The net profit after salaries for 1950 was $31,500. The drawings in addition to 
salaries for the year ended 31 Dec. 1950, were: 

PUR We tTRINE Ne hs ie c eas catdan sensi ey iawias saectannecaes $1,364 
DEMETRI STS 05 de din acts ssyastvan enon scsheovacccsncasnacies nil 

On 1 Jan 1951 D joined the partnership and invested $100,000 in it for which he 
obtained a one-third interest in the partnership. This agreement provided that no good- 
will is to be set up in the books. Profits and losses were to be divided A: B: D: — 6: 8: 7 
after the payment in cash of salaries of $10,000 to each partner each year. 

The net profit, after salaries, for the year ended 31 Dec 1951 was $42,000 and the 
net loss, after salaries, for the year ended 31 Dec 1952 was $21,000. 

At the end of 1952 B received an offer of $125,000 for his share in the partnership. 
It was agreed that the business should be carried on as an incorporated company as from 
1 Jan 1953, and that B should be permitted to sell his shares in the company to be 
formed, and it was agreed that: 

(a) the company is to pay $94,500 for the fixed assets of the partnership, which 

are recorded in the books at $74,500 less accumulated depreciation of $22,300; 

(b) 5% cumulative redeemable preferred shares with a par value of $10 each are 
to be issued for the fixed assets. These preferred shares to be distributed to the 
partners in the profit sharing ratio; 

(c) The goodwill of the partnership is to be calculated on the basis of the offer 
received by B for his share but without taking into consideration the fixed asset 
revaluation in (a) above; 
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(d) Common shares with a par value of $1 each are to be issued to the partners to 
clear their capital accounts. 
Required: 
Statement showing your computation of the capital accounts of the partners and of 
the preferred and common shares issued to A, B, and D. 







A SOLUTION 
CapirAL ACCOUNTS OF A, B, C, AND D 
for the period 1 Jan 1949 to 1 Jan 1953 j 
A 3B Cc D Total ( 
Capital invested .................. $ 25,000 $ 32,000 $ 4,000 == $ 61,000 
Profit — 1949 ..........ccccccceecesee 1,500 2,000 1,000 _ 4,500 ' 
26,500 34,000 5,000 _— 65,500 
Drawings — 1949 oo... 2,000 3,000 8,000 _ 13,000 
24,500 31,000 (3,000) —_— 52,500 
Insurance proceeds _.............. 16,666 22,222 11,112 aa 50,000 
41,166 53,222 8,112 — 102,500 
RA TE icc sccarsceceabatndaviscs —_ — 8,112 a 8,112 
94,388 
eee eI assis Ss cccsestas 13,500 18,000 —_ — 31,500 
54,666 71,222 — — 125,888 
Drawings — 1950 uu... 1,364 -- — — 1,364 
53,302 71,222 —- mo 124,524 
BPS GNVESTMENE xo. ......<0ccssce.c.-s 10,782 14,377 — $ 74,841 100,000 
64,084 85,599 — 74,841 224,524 
Profit — 1951. ..........00-..000..0.-. 12,000 16,000 — 14,000 42,000 
76,084 101,599 _ 88,841 266,524 
ee (6,000) (8,000) — (7,000) (21,000) | 
70,084 93,599 = 81,841 245,524 
2 EE es ste eae 23,600 31,467 — 27,534 82,601 
Fixed asset adjustment ........ 12,086 16,114 — 14,100 42,300 
















puksGous we. $105,770 $141,180 _ $123,475 $370,425 








NIN Da 3 SE ee nis $ 27,000 $ 36,000 _ $ 31,500 $ 94,500 
ee ene eee 78,770 105,180 _ 91,975 275,925 
Preferred shares issued .......... 2,700 3,600 = 3,150 9,450 
Common shares issued ........ 78,770 105,180 — 91,975 275,925 
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Editor’s notes: 


1. Goodwill = x 125,000 — 245,524 = $82,601. 


21 

8 

2. If the partners were credited with salaries in the above schedule, then the amount 
of their salaries would have to be added to their drawings. 


Examiner’s Comments 
The following errors were common: 
1, The 1950 profit was split equally between A and B after the death of C. 


2. The partners were credited with salaries. 

3. The excess payment to A and B in connection with D’s investment was split in ratio 
1:1 rather than in the profit sharing ratio. 

4, Fixed asset appreciation and goodwill were split between the partners on an equal 


basis. 
. The payment to the estate of C was charged to the remaining partners in various ratios. 


6. The 1952 loss was shown as a profit. 
A calculation of goodwill on the basis of $125,000 for B’s interest and a profit 


sharing interest of 8/21 was accepted. 
PROBLEM 3 


Final Examination, October 1953 
Auditing I, Question 3 (12 marks) 


As part of his normal procedure in the verification of the undernoted balance sheet 
items the auditor will also examine various profit and loss accounts: 

(a) machinery and equipment less accumulated depreciation, 

(b) allowance for doubtful accounts receivable, and 

(c) long-term liabilities — first mortgage bonds. 
Required: 

In respect of each of the foregoing balance sheet items state the profit and loss 
accounts that would be examined by the auditor. Give reasons. 


A SOLUTION 


(a) Profit and loss accounts which should be examined in the verification of 
machinery and equipment less accumulated depreciation 

(1) Repairs and maintenance expense, to establish that amounts which should have 

been charged to the machinery and equipment asset account have not been 


written off to expense. 
(2) Depreciation expense, to establish that the charge for the year is proper and 


relates to depreciable property. 
(3) Profits and losses on disposal, to establish that disposals are properly accounted 


for. 
(b) Profit and loss accounts which should be examined in the verification of 
allowance for doubtful accounts receivable account 


(1) Bad debts expense account to see that the current charge is proper. 
(2) Bad debts recovered account, to see that bad debts recovered have been properly 
accounted for. 


(c) The profit and loss account which should be examined in the verification 
of long term liabilities — first mortgage bonds 
(1) Bond interest expense, as a check against the outstanding bonds recorded, and 
to see that proper entries have been made for the amortization of bond discount 
or premium and expenses of the issue. 


wv 
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PROBLEM 4 
Final Examination, October 1953 
Auditing I, Question 4 (15 marks) 


Incidental to the discharge of his duties to the shareholders of a limited company 
the auditor acquires information which can contribute to the efficient management of 
the concern. 

Required: 

Outline how the auditor can be of service to the management of a concern by 
presenting and interpreting information contained in the audited financial statements 
and the additional information that he acquires duting his examination. 

NOTE: Your answer is to be restricted to about 200 words — approximately 11/2 pages. 


A SOLUTION 


Ways in Which the Auditor Can be of Service to Management by 
Presenting and Interpreting Information Contained in the Audited Financial Statements 


1. The auditor may first prepare a summary of important changes during the year such 
as changes in the capital structure of the company, and the introduction of new products. 
In this way he will put before the management all considerations which should be 
taken into account in interpreting the financial statement. 


2. The auditor should prepare a condensed comparative statement of profit and loss, 
setting out the dollar increases or decreases in the main classifications of items, and ex- 
pressing the items as a percentage of sales. He may also comment on the changes in 
gross trading margin and profit from the preceding year as a means of indicating whether 
the operations of the company have improved or not, and the effect of any new policies 
introduced by the company during the past year. An analysis of this kind also brings to 
light any expenses which require attention in the future. 


3. The auditor should prepare a condensed comparative balance sheet and calculate and 
comment upon the dollar increases or decreases in individual items and the significant 
balance sheet ratios. Ratios such as the current ratio, the inventory turnover ratio, and 
the collection ratio may be used to indicate the changes in the financial position of the 
company, and weakness in its purchasing policy, and the effectiveness of its collection policy. 
4. The auditor should prepare a statement of source and application of funds as a means 
of explaining to management the change in the working capital position during the year, 
and the sources of current working capital. 

5. The auditor should prepare a summary of the principal items of assets and liabilities, 
showing in some detail the composition of each such item. His summary of the accounts 
receivable may identify the largest accounts and should classify the accounts as a whole 
by the length of time their balances have been outstanding. The auditor’s summary and 
discussion of inventories should be designed to assist management in determining the 
efficiency of the company’s merchandising policy, and will refer to the basis of valuation 
and the estimated length of time which would be required to dispose of the inventory. 
Similar summaries will be prepared for fixed assets, accounts payable, long term lia- 
bilities, and capital stock. 

6. The auditor should report on the operation of the system of internal control, men- 
tioning any weaknesses which he has found and the remedies for them, and explaining any 
other methods which will give the desired result more quickly, efficiently, and cheaply. 

7. The auditor should also discuss the insurance coverage on the assets of the com- 
pany, and the income tax position of the company. He may make recommendations for 
the improvement of the accounting and statistical records of the company, and in the 
duties of personnel. He may also suggest that interim monthly reports be prepared for 
management in the future. 
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RECENT TAX CASES 


Canadian Kodak Sales Ltd. v. M.N.R. 
(Exchequer Court of Canada, Thorson P., November 30, 1954) 


Business Profit or Capital Gain — Photographic sales company — Rental of 

microfilming machines — Sale of machines — Whether one business — Whether 

profit a capital gain — Price exceeds original capital cost — Whether taxable gain 
limited to capital cost allowances — ITA s. 20(1), 20(3)(a) 


Appellant company, a wholly-owned 
subsidiary of the Eastman Kodak Co., 
was the selling agent in Canada of the 
products of another subsidiary of the 
Eastman Kodak Co. Appellant sold a 
wide range of cameras and related photo- 
graphic equipment and supplies as well 
as other products. Prior to the incorp- 
oration of appellant in 1938 microfilm- 
ing machines manufactured by the East- 
man Kodak Co. known as recordaks were 
distributed in Canada by another Cana- 
dian subsidiary of the Eastman Kodak 
Co., Recordak Ltd., which never sold 
any recordaks but leased them to users 
at a monthly rental and also supplied 
maintenance services and sold films and 
necessary supplies. In 1940 appellant 
company acquired the business and as- 
sets of Recordak Ltd. and carried on the 
recordak portion of its business in sub- 
stantially the same manner as Recordak 
Ltd. under the name of the Recordak 
Division. Separate accounts for'that por- 
tion of its business were kept, the re- 
cordaks being entered as capital assets at 


the same opening book value as they 
had been shown on Recordak Ltd.’s 
books, each with the same amount of 
depreciation reserve. | New recordaks 
acquired by appellant were treated in a 
similar manner. When a recordak be- 
came unserviceable or obsolete it was 
dismantled but not sold. In January, 
1951, appellant company, on the decision 
of its general manager, changed its policy 
regarding recordaks, and began to sell 
them. In 1951 approximately 40% of 
the machines out on rental were purchas- 
ed by the renters and in 1952, a further 
5% were sold, but since then there had 
been few additional sales. Appellant con- 
tinued to lease the recordaks which it 
did not sell, and continued to acquire re- 
cordaks and sell or lease them. Re- 
cordaks which were leased were carried 
on appellant's books as capital assets. 
In 1949 and 1950 appellant claimed 
capital cost allowances on its recordaks as 
class 8 assets under Sch. B. of the 
ITRegs at the rate of 20% and its claims 
were allowed, and in its returns for 
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1951 and 1952 it claimed capital cost 
allowances on all the recordaks which 
had not been sold, and these claims were 
not disputed. In its profit and loss 
statement for 1951 appellant showed a 
profit on the sale of recordaks of $148,- 
693, and in its 1952 profit and loss 
statement a profit of $20,518 on the 
sale of recordaks. The Minister as- 
sessed it to income tax in respect of 
these amounts, but appellant appealed 
contending that the recordaks were cap- 
ital assets and the gain made on their 
sale a capital gain, that they were not 
sold in the ordinary course of its busi- 
ness and were not part of its profit- 
making activities. 

Held, appellant was organized to be the 
selling instrument in Canada of the 
Eastman Kodak Co., its recordaks were 
not fundamentally different in principle 
from the wide range of cameras and 
photographic equipment and supplies 
also sold by it, the decision to sell the 
recordaks was a business decision made 
for business reasons to increase appel- 
lant’s sales and increase its profits, and 
from the time of that decision appel- 
lant was in the business of selling re- 
cordaks and its profit therefrom was a 
profit from its business and taxable in- 
come within the meaning of the In- 
come Tax Act. Gloucester Rly. Car- 
riage & Wagon Co. Vv. C.I.R. 1925 A.C. 
467, 12 T.C. 720, followed. As in that 
case there was only one business carried 
on by appellant; the Recordak Division 
of appellant was not a separate business. 
The fact that the recordaks were form- 
erly leased and treated as capital assets 
subject to depreciation did not prevent 
the profit from their sale being regarded 
as profit from appellant's business once 
it had made the business decision to sell 
them and did sell them in the course of 
its ordinary business of selling photo- 
graphic equipment and supplies. 


Held, also, section 20(1) and 20(3) (a) 


which provide for the recapture of cap- 
ital cost allowances on the disposition of 
depreciable property not exceeding the 
difference between the undepreciated cap- 
ital cost of the property and the capital 
cost does not apply where the property in 
question is disposed of in the course of 
the taxpayer's business. In such case 
the full profit made on the sale is a profit 
from the business. 


Editor’s Note: Even had the learned Presi- 


dent accepted appellant's contention that its 
recordak division was a separate business, 
the question would still remain: in offering 
its recordaks for sale to users and selling 
them, was the company carrying on a busi- 
ness of selling recordaks or merely disposing 
of capital assets? A similar question arose 
recently (March 1953) in Great Britain in 
J. Bolson & Sons Ltd. v. Farrelly (of which, 
unfortunately, the citation is not presently 
available to your editor). That case was 
concerned with a company which carried on 
two businesses, a ship repairing business and 
a passenger carrying business, the former of 
which was by far the more important, the 
company having temporarily abandoned its 
passenger business during the war. Follow- 
ing the war it purchased a series of vessels, 
principally landing craft, converted them in 
its shipyard, used most of them for a time 
in its passenger business, but finding them 
unsuitable for that purpose, sold them at a 
profit. It was contended that the ships were 
fixed capital assets of the passenger business 
and the profit was not a trading profit. The 
Court of Appeal held, however, that having 
regard to the cheap price at which the vessels 
were bought, the large sums spent on recon- 
ditioning them, the profits made on their re- 
sale, the number of transactions and the fre- 
quency of their recurrence, there was evidence 
to support a finding that the company was 
carrying on a regular business of dealing 
in vessels, purchasing, reconditioning and re- 
selling them, repeatedly carried out, and that 
the fact that the ships which were on hand 
from time to time were used in the passen- 
ger business was not decisive against that 
view. “The position might well be dif- 
ferent,” the Court added, “in a case in which 
a company ... could be shown to be hold- 
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ing something in the nature of a permanent 
fleet of passenger vessels, using them for 
carrying passengers, and replacing or exchang- 
ing vessels as and when necessary to keep 
their fleet up to date.” 

On the second point, that the provision for 
the recapture of capital cost allowances is 
irrelevant to the computation of profit from 
the sale of property in the course of a busi- 
ness, the learned President is in effect saying 
that when property in respect of which cap- 
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ital cost allowances were granted is sold in 
the course of business, ie., is transformed 
from a fixed asset to a current asset (or 
stock-in-trade), it is not “depreciable prop- 
erty of the taxpayer” within the meaning of 
the recapture provision. That would be clear 
enough if the transformation took place a 
clear interval before the disposition, and in 
each case the issue would appear to be one 
purely of fact. 


Provincial Paper Ltd. v. M.N.R. 
(Exchequer Court of Canada, Thorson P., November 26, 1954) 


Assessment — Interest on unpaid tax not payable for 12 months from filing date 
until assessment — What constitutes an assessment — ITA s. 42, s. 50(6) 


Appellant company filed its income 
tax return for 1950 on June 25, 1951, 
showing its taxable income at $2,409,- 
751, tax at $835,490, instalments paid 
at $860,000, and refund due $24,509. 
About one month later, the Minister 
sent appellant a notice of assessment, in 
which all the above figures were con- 
firmed. However, on January 27, 1953, 
the Minister sent appellant a notice of re- 
assessment, showing the tax at $874,874, 
instalments paid on account of $859,776, 
the balance of tax unpaid at $15,098 
and interest thereon at 6% from July 
1, 1951 to January 27, 1953 of $1,506. 
Appellant appealed, contending that the 
first notice of assessment was not based 
on an actual assessment, and therefore 
under s. 50(6) of the Income Tax Act, 
no interest was payable for the period 
commencing one year after the filing date 
and ending 30 days after the day of mail- 
ing the second notice of assessment, the 
amount of interest for that period being 
$600. The Minister admitted that the 
first notice of assessment confirming ap- 
pellant’s return was based on the ac- 
ceptance of appellant's figures as cor- 
rect, and that the notice of reassessment 


was made after an examination of ap- 
pellant’s records. 

Held, dismissing the appeal, while s. 42 
of the Act calls for an examination by 
the Minister of each return and an as- 
sessment of the tax, interest and penal- 
ties, it is not for the Court or anyone 
but the Minister to prescribe the intensity 
of the examination, which is exclusively 
a matter for the Minister acting through 
his appropriate officers to decide, nor 
can the contention succeed that the Min- 
ister is precluded from ascertaining and 
fixing a taxpayer's liability on the basis 
of the assumed correctness of his income 
tax return, but must do something else 
and that if he does not do so he has not 
made an assessment. There is a vast dif- 
ference between an assessment that has 
turned out to be erroneous and an act 
that is not an assessment at all. 

Editor’s Note: Though unsuccessful, one 
cannot but be gratified at this taxpayer's 
course in bringing before the courts at 
long last what is surely the most irritating 
of all administrative procedures, the de- 
vice by which Parliament’s manifest pur- 
pose of relieving the taxpayer of the con- 
sequences of administrative delays is de- 
feated. 
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INCOME TAX APPEAL BOARD CASES 


Fabio Monet, Esq., Q.C. (Chairman), Cecil L. Snyder, Esq., Q.C. (Assistant Chair. 
man), W. S. Fisher, Esq., Q.C. and R. S. W. Fordham, Esq., Q.C. 


202 v. M.N.R. 


Assessment Notice — Interest on un- 

paid taxes — Whether acceptance of 

taxpayer's return without examination on 
assessment — ITA 5. 50(6) 


Appellant company filed its income 
tax return for its taxation year ending 
January 31, 1950, on July 29, 1950. 
On February 26, 1951, a notice of as- 
sessment was issued by the Minister, 
confirming the facts stated in appellant's 
return, and showing no further tax pay- 
able. On July 28, 1951, appellant filed 
its income tax return for its taxation 
year ending January 31, 1951, and on 
August 13, 1951, the Minister issued a 
notice of assessment confirming that re- 
turn. Subsequently, the Minister issued 
notices of re-assessment on April 9, 1953 
as to 1950, and on May 26, 1953 as to 
1951. These notices respectively called 
for additional tax in respect of both 
years and substantial sums as interest 
thereon. Appellant paid the extra tax 
without objection but appealed against 
the assessment to interest, the amounts 
involved being $3,191 for 1950 and 
$900 for 1951. Appellant contended 
that the original notices of assessment 
were not based upon actual assessments 
and consequently that ITA s. 50(6) ap- 
plied to prevent interest from running 
on the unpaid tax on the expiration of 
one year from the filing date until 30 
days after the genuine notice of assess- 
ment, viz the notice of re-assessment, was 
issued. Three officials of the Taxation 
Division testified to the effect that the 
original notices of assessment were is- 
sued purely on the assumption that the 
facts stated in appellant's returns were 
correct, 


Held (Mr. Fordham), the procedure fol- 
lowed by the assessors on receipt of ap- 
pellant’s returns did not amount to an 
assessment in the proper sense of that 
word, being merely a clerical operation; 
and the original notices of assessment 
were nothing more than receipts. This 
procedure was in direct conflict with 
the parliamentary intention manifested 
by s. 50(6). The so-called re-assessment 
notices were in actual fact the notices of 
assessment within the meaning of s. 
50(6), and since neither of them was 
issued within 12 months from the fil- 
ing date, interest ceased to run against 
appellant 12 months from the filing date 
for each of the taxation years in question 
and did not start to run again until 30 
days after the so-called notice of re- 
assessment for each of the taxation years 
was issued. 

Nov 10/54 Allowed 


Editor’s Note: This judgment, while it will 
commend itself to practically all taxpayers, 
has been over-ruled by the recent judgment 
of Mr. Justice Thorson in Provincial Paper 
Co. v. MNR, supra. 


194 v. M.N.R. 


Capital Cost Allowances — Purchase of 
application for patent — No capital cost 
allowance until patent issued — ITA 
(1949) 5s. 11(1)(a), 12(1)(6) — 
ITRegs 1100(1)(¢); Sch. B., cl. 8, 14 
— Patent Act (Can.), s. 45, 48 


Appellant company (which, apparent- 
ly, was in the business of manufacturing 
and selling electric lighting fixtures), 
by an agreement made with an inventor 
on May 1, 1948 purchased all the inven- 
tor’s rights in an application previously 
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made by him to the Canadian Patent Of- 
fice for letters patent of invention for 
certain new and useful improvements in 
electric fixtures, the price therefor being 
$85,000 payable in instalments of not 
less than $5,000 a year commencing May 
1, 1948, with the proviso that if $75,000 
were paid within ten years the balance 
would be remitted by the vendor. Letters 
patent for the invention were granted on 
December 16, 1952. Appellant com- 
pany paid the vendor the annual instal- 
ment of $5,000 for each of the years 
1949, 1950, and 1951, and for each of 
those years claimed a capital cost al- 
lowance of the same amount, but the 
Minister disallowed the deduction on the 
ground that it was not a current expendi- 
ture but a capital expenditure within the 
meaning of ITA s. 12(1)(b) and that 
the right acquired by appellant under 
the agreement was not a patent eligible 
for capital cost allowances under Sch. B, 
cl. 14 of the Income Tax Regulations 
nor unclassified tangible property eligible 
for capital cost allowances under Sch. B, 
cl. 8. Under the Patent Act, 1935 
(Can.), c. 32, s. 45 and s. 48 a patent 
confers on a patentee exclusive rights 
to an invention for 17 years from the 
date on which the patent is granted and 
issued. 


Held (Mr. Monet), inasmuch as appel- 
lant did not acquire a patent by the 1948 
agreement but only the rights in an 
application for a patent, the amount paid 
in respect thereof prior to the issue of 
the patent was not in respect of a patent 
and therefore not eligible for capital 
cost allowances under Sch. B. cl. 14, and 
since the right purchased was not tan- 
gible property capital cost allowances 
were not deductible under Sch. B., cl. 8. 
Sep 21/54 Dismissed 
Editor’s Note: Under s. 11 of the Income 
Tax Act and reg. 1100 of the Regulations 
a taxpayer has a right to a capital cost al- 
lowance sm respect of a property that is a 
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patent. Since no one purchases another's 
rights in a patent application except to ac- 
quire the exclusive rights which will be 
conferred by the patent when it is issued, 
one would have supposed that such a pay- 
ment was made “in respect of” a patent with- 
in the meaning of that phrase in the Regula- 
tions. 


Schafran v. M.N.R. 


Capital Cost Allowances—Payment made 

to obtain surrender of leasehold interest 

—Not recoverable by capital cost allow- 
ances — ITA 1948, Sch. B., cl. 13 


Appellant owned three revenue-pro- 
ducing residential properties in Montreal 
which he leased to a corporation in April, 
1944, the lease calling for substantial 
improvements to the properties at the 
lessee’s expense so as to increase their 
living accommodation. In 1950 appel- 
lant, following negotiations with the 
lessee, obtained the surrender of the 
lease on payment to the lessee of $5,625. 
In his returns for 1950 and 1951 he 
claimed a capital cost allowance of one- 
third of that amount in each year on the 
ground that the payment was in respect 
of a leasehold interest and covered by 
Class 13 of Sch. B. of the Income Tax 
Act. The Minister disallowed the claim. 
Held (Mr. Fordham), inasmuch as the 
leasehold interest created by the 1944 
lease was determined on the surrender 
of the lease in 1950 the payment made 
to obtain its surrender was not in respect 
of a leasehold interest but was a non- 
deductible capital outlay. 
Que, Oct 26/54 Dismissed 


184 v. M.N.R. 


Trusts — Income from — Income bene- 
ficiary chargeable on capital cost allow- 
ances — ITA (1951) s. 58(5) and (6A) 


A testator by his will di :ed certain 
real property to trustees in ..ust to pay 
the income therefrom to his four chil- 
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dren in equal shares during their respec- 
tive lives, with general power of appoint- 
ment to the children over their respective 
shares of the income and corpus, exer- 
cisable by will. In 1951 one of the bene- 
ficiaries claimed a deduction in respect 
of capital cost allowances in reporting 
his income from the trust, but the deduc- 
tion was disallowed by the Minister. Un- 
der ITA s. 58(5) a beneficiary of a 
trust is chargeable to tax on such part of 
the capital cost allowances on trust prop- 
erty as become payable to the beneficiary 
in the year. Under s. 58(6A), how- 
ever, where the beneficiary is entitled, 
either contingently or absolutely, to the 
property of the trust at some future time 
the trustee can elect to relieve him of 
such tax liability in whole or in part. 

Held (Mr. Monet) , appellant was charge- 
able to income tax on the capital cost 
allowances claimed by the trust in 
1951, and the appeal must be dismissed. 
The beneficiary was not within the lan- 
guage of s. 58(6A): a general power 
of appointment over property does not 
entitled the donee of the power to the 
property either absolutely or contingently 
within the meaning of s. 58(6A); it is 
not the power but the exercise of the 
power which vests the property: Wank- 
lyn v. MNR [1953] 2 S.C.R. 50, ap- 
plied. Moreover, since the property in 
question was not a business the trustees 
had no implied power under the will to 
withhold an amount for depreciation of 
the property in ascertaining the amount 
of the income therefrom which was di- 
visible among the beneficiaries: Re Rob- 
ertson [1953] 2 S.C.R. 1, distinguished. 
Jul 23/54 Dismissed 


Belawski v. M.N.R. 


Gambling Profits — Cards and dice play- 
ed systematically for gain — Profits tax- 
able as business profits 


Belawski gambled frequently at cards 
and dice games, making more than $4,- 
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000 from his gambling activities in 1946, 
1947 and 1949 and more than $9,000 in 
1950. 

Held (Mr. Monet), he was assessable to 
income tax on his gambling profits of 
those years. Whether or not his gamb- 
ling activities constituted a business or 
an occupation the income from which 
would constitute taxable income is strictly 
a question of fact, and on the evidence 
it must be found that even though his 
gambling activities were not his sole 
business or occupation during the years 
under review, nevertheless these activities 
amounted to the carrying on of a business 
the profits from which were taxable. 
MNR v. Walker [1952] Ex. C.R. 1 
(Hyndman J.), applied. 
Ont, Sep 20/54 


Editor’s Note: This view of the law is, 
it hardly need be stated, quite revolutionary, 
and of course it is in direct conflict with the 
famous judgment of Rewlatt J. in Graham V. 
Green [1925] 2 K.B. 37. 


Dismissed 


Price v. M.N.R. 


Lease of surface rights of farm — Com- 
pulsory lease — Compensation for — 
Whether apportionable to rent and com- 
pensation for damage to land —ITA 5.7 


Price, an Alberta farmer, owned a 
quarter section of land of which a petro- 
leum and natural gas lease was obtained 
by an oil company. The company de- 
manded and received from Price, pur- 
suant to the laws of Alberta, five separate 
“compulsory surface leases”, each for a 
term of one year with right of renewal. 
Four of the leases were for 41/ acres 
and the fifth for 4 acres, and each pro- 
vided for payment of $1,000 as compen- 
sation for entry on the lands and for all 
direct and consequential damage to the 
lands as a result of the normal occupa- 
tion thereof in drilling and producing 
operations during the term of the lease 
and, in addition, $100 per acre as an an- 
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nual “capital instalment” for the said 
lands. The leases also provided that on 
the abandonment of any well the com- 
pany would restore the land to its orig- 
inal condition and compensate the lessor 
for any damage done, and the Provin- 
cial Drilling and Production Regulations 
imposed similar obligations on the lessee. 
In 1952 Price received $2,200 from the 
oil company as annual “capital instal- 
ments” pursuant to the above leases, up- 
on which he was assessed to tax. He 
appealed, contending that the amount 
should be apportioned to (a) use and 
occupation or rent; (b) compensation for 
continuing and permanent damage to the 
surface and subsoil; and (c) compensa- 
tion for loss of crop production in the 
year, and that pursuant to ITA s. 7 only 
the income portion of the payment was 
chargeable. 

Held (Messrs. Snyder and Fisher), the 
so-called ‘“‘capital instalments” payable 
annually were in reality rental payments 
for the use of the surface rights on 
Price's property and as such were taxable 
as income in toto. 


Alta, Aug 11/54 Dismissed 


Pouliot v. M.N.R. 


Retiring Allowances — Resignation of 
civil servant — Salary for retiring leave 
— In recognition of long service — Not 
in respect of loss of office — Spreading of 
tax — ITA (1951) s. 34(1) (a) (i), (6) 
Pouliot, a Dominion civil servant, re- 
signed after 101/, years service and, in 
accordance with the Civil Service regula- 
tions, was granted three calendar months 
retiring leave and paid the equivalent of 
three months’ salary in six consecutive 
payments of $230 each or $1,380 in all. 
He did not report this sum as income for 
1951 and was assessed to tax thereon. 
He appealed. 
Held (Mr. Monet), the amount in ques- 
tion was obviously paid him in recogni- 
tion of long service and it was therefore 


THE TAX REVIEW 


123 


chargeable to tax as a “retiring allow- 
ance” under ITA s. 6(a)(v). Since 
the sum was not paid him as “a single 
payment” s. 34(1)(a)(ii) did not ap- 
ply to permit the tax to be calculated at 
a lower rate, and since the six payments 
were made in recognition of long ser- 
vice rather than in respect of loss of of- 
fice, s. 34(b) did not apply to permit 
the tax to be calculated at a lower rate. 

Que, Aug 12/54 Dismissed 


Freoschl v. M.N.R. 


Business Profit or Capital Gain — Build- 

ing contractors purchasing salvaged build- 

ing — Intention to use material in busi- 

ness or to re-sell at a profit — Taxable 
income 


Appellant and his partner, building 

contractors in Moose Jaw, bought from 
an insurance company for $500 remains 
of a storage building damaged by fire, 
the value of which could not be as- 
certained as it was covered by ice. On 
investigation they found the building 
largely undamaged owing to the pro- 
tective ice covering, and they used some 
25% of the salvaged material in their 
contracting business and sold the re- 
mainder, their profit on the deal being 
more than $15,000. Contending that 
they had never before or since engaged 
in the salvage business, appellant and his 
partner contended that the purchase was 
a pure gamble and the profit therefore 
not taxable as income. 
Held (Messrs Snyder and Fisher), the 
evidence indicated that the intention of 
appellant and his partner was to use the 
salvaged material in their contracting 
business from which they would derive a 
profit or to re-sell at a profit, and the 
gain was therefore a gain made in the 
operation of a business in carrying out 
a scheme of profit-making. Rutledge v. 
C.LLR., 14 T.C. 490, applied. 


Sask, Nov 26/54 Dismissed 
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Baker Estates Ltd. v. M.N.R. 


Business Profit or Capital Gain — In- 

vestment company — Sale of building 

lots after abandoning intention to build 
— Course of conduct — Intention 


Appellant company was incorporated 
in Quebec in 1947 by B, his wife and 
son, its declared purpose being to make 
investments of all kinds and for that 
purpose, inter alia, to own, build, op- 
erate, lease, sell, mortgage, real estate 
and enjoy its fruits. Appellant drew up 
an overall plan to erect blocks of flats 
and purchased certain lands adjoining 
those it acquired from B for the purpose 
of building some 30 2-unit dwellings at 
the rate of one or two a year, as its 
financial position would permit, and had 
a plan of subdivision for the land pre- 
pared. In July 1948 it began construc- 
tion of two apartment houses on other 
lands acquired from B, completing them 
in 1949 at a cost considerably in excess 
of its estimates. On the advice of the 
bank manager and in view of the rising 
costs of construction appellant decided 
that it should sell the land on which it 
planned to build the 30 2-unit dwell- 
ings rather than proceed with its con- 
struction plans. It endeavoured to find 
a purchaser for the land in one bloc, but 
received an offer of less than cost and 
thereupon sold all of the lots itself be- 
tween November 16, 1949 and October 
14, 1952, realizing profits of $3,835, 
$31,387 and $5,522 in the taxation years 
1949, 1950 and 1951 respectively. It 
was assessed to income tax in respect of 
these profits, and appealed, contending 
they were gains made on the realization 
of an investment. 

Held (Mr. Monet), appellant's letters 
patent showed that its sole purpose was 
to make investments, and its conduct in- 
dicated that its sole purpose was to make 
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as profitable investments as possible. 
The conclusion to be drawn from appel- 
lant’s conduct in the light of all the 
facts was that by disposing of the lots 
in question appellant did not engage in 
the business of real estate transactions 
for the purpose of realizing a profit or 
gain, and consequently the profits it 
realized were in the nature of a capital 
gain. 


Que, Nov 19/54 Allowed 


193 v. M.N.R. 


Income — Business loss — Whether re- 
quired to be deducted from other income 
of same year — ITA (1948) s. 13(1) 


Appellant, a lawyer, earned income 

from the practice of his profession in 
years prior to 1949, but in 1949 and 
1950 he sustained losses in his law prac- 
tice though having investment income in 
those years which exceeded the said 
losses. In reporting his income for tax 
purposes for those years he did not de- 
duct those losses from his investment in- — 
come, and in 1951 he sought to deduct 
the losses of the two preceding years 
against his professional income earned 
in that year. The Minister, however, 
re-assessed him for 1949 and 1950 by 
deducting the losses from his investment 
income of those years. 
Held (Mr. Monet), inasmuch as ITA 
s. 13(1) provided in 1949 and 1950 
that a person's income for a taxation year 
should be deemed to be not less than his 
income for the year from his chief source 
of income, the Minister was right. In 
1949 and 1950 appellant's chief, nay his 
sole, source of income was his invest- 
ments. 


Sep 14/54 Dismissed 





